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CHAPTER I 


INTRODUCTION 


Javelin International Limited was incorporated 
under the Companies Act, 1934, as Canadian Javelin 
Foundries & Machine Works, Limited. In 1954, its name 
was changed to Canadian Javelin Limited and to its 
present form in 1981. In this report the company is 
referred to as Javelin. 


As of February 1/7, 1983 there were 7,169,752 
issued common shares of the company. Of clily i dees hare 
holders, 10,666 resided in the United States. 


Onya thew. Ith.) of,» May, »1O//asthe Minister of 
Consumer and Corporate Affairs applied to the Commission 
for an Order for the investigation of Javelin and for the 
appointment of an Inspector to conduct the investigation. 
The application was pursuant to section 114(2) of the 
Canada Corporations Act R.S.C. (19/70), which provides for 
an investigation into the affairs of a company as fol- 
lows: 


"(2) Where it is shown to the Commission by the 
Minister or upon the solemn declaration of the 
applicant shareholders that there are reasonable 
grounds for believing that in respect of the company 
concerned, 


(a) its business or the business of a company 
affiliated therewith is being conducted with 
intent to defraud any person; 


(b) in the course of carrying on its affairs or 
the affairs of a company affiliated therewith, 
one or more acts have been performed wrongfully 
in a manner prejudicial to the interests of any 
shareholder; 


(c) it or a company affiliated therewith was 
formed for any fraudulent or unlawful purpose 
or is to be dissolved in any manner for a 
fraudulent or unlawful purpose; or 


(d) the persons concerned with its formation, 
affairs or management, or the formation, 
affairs or management of a company affiliated 
therewith, have in connection therewith been 
guilty of fraud, misfeasance or other mis-— 
conauct, 


the Commission may issue its order for the 
investigation of the company, and appoint’ an 
inspector for that purpose.” 


The Minister's application set forth the fol- 
lowing as grounds for the investigation: 


"2. It has come to my attention that serious allega- 
tions of fraud, misfeasance and other misconduct, 
have been made in respect of the carrying on of the 
business of Canadian Javelin Limited, and it is 
further alleged that in respect of the affairs of 
the Company and of its affiliates, acts prejudicial 
to the interests of the shareholders have been 
wrongfully performed. 


3. The Company has not held an annual meeting since 
June, SOth. 1975. 


4. The Company has not issued financial statements 
for any year since that ending December 3lst, 1974. 


5» The shares of the Company have been suspended 
from trading on the American Stock Exchange, the 
Montreal Stock Exchange and the Vancouver Stock 
Exchange, the only stock exchanges on which the 
shares of the Company are listed. 


6. It has also been brought to my attention that 
serious allegations of fraud, misfeasance and other 
misconduct, have been made against persons concerned 
with the affairs and management of the Company and 
of companies affiliated therewith. 


/. That in support of this Application, will be 
read the Affidavits of William Miller Wismer and 
Frederick H. Sparling, filed, wherein may be found 
particulars of many of the allegations referred to 
herein.” 


Mr. Frederick H. Sparling is Director, Corpora- 
tions Branch of the Department of Consumer and Corporate 
Affairs. His affidavit exhibited the Letters Patent of 
Javelin and certain examinations of the Company conducted 
by the U.S. Securities and Exchange Commission. Mr. 
William Wismer was a Director of Javelin from September 
I5, 1966 to July 30, 1976, and President from September 
30, 1967 to May 28, 1974. He was Managing Director from 
March o,2 1970 to July 00, "19/76." “His ’atfiidavit exhibited 
declarations filed in suits by Javelin against John C. 
Doyle, "Officer and Chairman of the Executive Committee"; 
Hubert Ducharme described as “general counsel and Execu- 
tive Assistant to the President"; and William H. Roxburgh 
"an officer and Director". The declarations stated that 
the defendants had "conspired and agreed to defraud" 
Javelin in the Société Transhipping and Banque Romande 
transactions which are detailed in the following chap- 
terse 


The Commission on May 17, 19/77 issued the fol- 
lowing Order for an investigation into the affairs of 
Javelin: 


“The Commission hereby orders that an investigation 
be conducted of the affairs and management of 
Canadian Javelin Limited from the date of its 
incorporation including, without limiting the 
generality of the foregoing, the investigation of 
its source and disposition of capital funds, its 
maintenance of corporate books and = accounting 
records, its disclosure of financial and other 


information to shareholders, its compliance with 
statutory obligations, its acquisition, operation 
and disposition of its assets and of those of its 
affiliated companies, the disposition of its shares 
and of those of its affiliated companies, and its 
dealing with affiliated companies, and that Mr. 
Frederick H. Sparling, Director, Corporations 
Branch, Department of Consumer and Corporate Af- 
fairs, be appointed as Inspector for that purpose.” 


The Inspector forthwith retained Pierre 
Bourque, Q.C., of Montreal as counsel to conduct the 
investigation. Using powers of search provided by the 
statute the Inspector obtained hundreds of documents from 
the premises of Javelin and from individuals and corpora- 
tions related to Javelin and also from the files of the 
R.C.MeP. which had obtained them in an earlier police 
investigation. In 1980, 26 witnesses were summoned to 
appear and give evidence under oath before a member of 
the Commission or his nominee, in Ottawa, Toronto, 
Montreal and St. John's. All testimony was given in 
public and all documents submitted in connection with the 
testimony were public documents. Under section -l14G11) 
hearings are to be public unless in camera proceedings 
are ordered by the Chairman of the Commission, a discre- 
tion which was not exercised.e In later hearings before 
the Commission all proceedings were in public as well. 


After the Inspector had obtained this documen- 
tary and oral evidence he submitted a "Statement of the 
Evidence", iee-, a summary of the investigation and his 
conclusions thereon, to the Commission on January 26, 
1982. Copies of the Statement were also sent to Javelin, 
John Christopher Doyle, Hubert Ducharme, Raymond 
Balestreri and Joseph R. Smallwood. 


The Statement of Evidence sets forth the fol- 
lowing allegations: 


“The evidence reveals that John C. Doyle, a fugitive 
from Canadian Justice, now residing permanently in 
Panama, is the one and only ‘driving force' and boss 
of Javelin even though he enjoys no official status 


within the Javelin network of companies other than 
that of consultant. He has, throughout the years, 
and continues now to funnel the assets of Javelin in 
a manner highly prejudicial to the interest of its 
shareholders. 


More specifically, the evidence clearly discloses 
the following frauds perpetrated by Doyle and his 
accomplices against Javelin and its shareholders: 


a) In 1968, Javelin was duped into acquiring a 
worthless timber concession in Labrador from a 
Liechtenstein corporation, Société Tranship- 
ping, whose principals are, to this day, still 
unknown, and was thus relieved of $4,000,000. 


b). In 1967, Javelin was relieved of a further 
sum of $1,450,000 for a non-existent finder's 
fee which was paid to Banque Romande, a Swiss 
corporation. 


c) In 1968, Javelin was further defrauded of 
$235,000 being the purchase price of mineral 
rights and concessions in El Salvador which had 
previously been acquired for its benefit by one 
of its officers at a minimal consideration. 


d) In 1975, Javelin's coffers were milked once 
again of $370,000 for the acquisition of a 
mining property in Honduras which it could have 
obtained for a price of $24,000. 


e) In 1970, Javelin issued 49,000 shares val- 
ued at $540,000 in payment of a fraudulent in- 
voice for non-existent engineering and design 
work related to the purchase of two buildings 
in Stephenville, Newfoundland. 


The evidence also indicates that several other 
transactions are highly questionable to wit: the 
Javelin - Pavonia - Banque Nationale de Paris 


assignment contract, the Javelin - Revenue Canada 
Assignment contract, the arbitration proceedings 
between John C. Doyle, Javelin Export and Pavonia 
S.A. and finally the payment by Javelin of John C. 
Doyle's $2,000,000.00 personal income tax. 


The statement of evidence will focus only however on 
the above described frauds and is submitted to the 
Commission at this stage under subsection 114 (23) 
C.C.A. in ‘the light of the continued stealing of 
Javelin's assets by John C. Doyle to the prejudice 
of its shareholders and the deliberate hemorrhage of 
funds from Javelin's coffers to offshore 
subsidiaries as disclosed by the evidence.” 


The Commission's duty after receiving the 


Inspector's Statement is set forth in section 114 of the 


ACh 


"(23) At any stage of an investigation 


(a) the inspector may, if he is of the opinion 
that the evidence obtained discloses a circum- 
stance alleged under subsection (2), or 


(b) the inspector shall, if so required by the 
Minister, 


prepare a statement of the evidence obtained in the 
investigation, which shall be submitted to the 
Commission and to each person against whom an alle- 
gation is made therein. 


(24) Upon receipt of the statement, the Commission 
shall fix a place, time and date on which evidence 
and argument in support of the statement may be sub- 
mitted by or on behalf of ‘the inspector, and at 
which the persons against whom an allegation has 
been made in the statement shall be allowed full 
Opportunity to be heard in person or by counsel. 


(25) The Commission shall consider the statement 
submitted by the inspector under subsection (23) 


together with any further or other evidence or 
material submitted to the Commission, and shall, as 
soon as possible thereafter, report thereon to the 
Minister. 


(26) A report of the Commission under subsection 
(25) shall be made public by the Minister unless in 
the opinion of the Commission, given in its report 
to the Minister, it is undesirable in the public 
interest or unnecessary to publish the report or any 
part thereof in which case the report or the part so 
reported upon shall not be published.” 


The Commission commenced Hearings on April 26, 
1982 on the facts alleged in the Inspector's Statement 
and to hear such further relevant evidence and argument 
as any party wished to bring before use The Inspector 
filed some 300 documents and the transcript of the evi- 
dence obtained in the investigation. In addition the 
Commission heard 13 witnesses pursuant to 114(24), in 32 
sitting days, many of whom had testified in the investi- 
gative stage and were recalled by defending counsel for 
cross-examination or re-examination. The Commission also 
received many further exhibits. 


Messrs. Balestreri, Doyle, Ducharme and Small- 
wood were represented by counsel, but Mre Doyle's counsel 
withdrew from the Hearings. Although Mr. Doyle was not 
directly represented throughout the hearings, the defence 
presented by the other parties against the Director's 
allegations were consistent with Mre Doyle's interests. 


There were three evidently knowledgeable wit- 
nesses who did not testify either in the investigative 
stage or before the Commission sitting as a tribunal. 


Mre Hubert Ducharme, Q.C., a lawyer who served 
Javelin in both an executive and legal capacity during 
much of the period under investigation resides in 
Florida. 


The Honourable Joseph R. Smallwood, Premier of 
Newfoundland from 1949 to 19/72, was summoned to _ be 


examined upon oath before a member of the Commission in 
St.i*Jond es. *on “May -19,- I9s60. On application to the 
Federal Court of Canada Mr- Smallwood was granted an 
injunction restraining the Commission from compelling his 
attendance to be questioned "with respect to or per- 
taining to any matter in which he was involved or of 
which he had knowledge in his capacity as Premier of the 
Province of Newfoundland." The Federal Court of Appeal 
set aside this injunction on December 5, 1980 and on 
January 27, 1981 the Supreme Court of Canada granted Mr. 
Smallwood leave to appeal to that Court. On November 23, 
1982 the Supreme Court dismissed the appeal. Mme Justice 
Wilson summarized her reasons for judgment as follows: 


vs “« « Mrs Smallwood has noVWexenptChonetrom the mie 

versal testimonial duty to give evidence simply by 
virtue of his status as former Premier and Minister 
of the Province of Newfoundland. Nor does he enjoy 
either by statute or at common law any blanket immu- 
nity to give oral testimony or produce documents. 
His immunity in that regard is relative only and 
must wait upon the content of the proposed examina- 
tione Mr.- Smallwood cannot be the arbiter of his 
own immunity. This is for the courtse The applica- 
tion in this respect was therefore premature.” 


However the Inspector had elected not to await 
the outcome of the appeal to the Supreme Court. He sub- 
mitted his Statement of Evidence without testimony from 
Mr. Smallwood. Nor did he ask that Mr. Smallwood be sub- 
poenaed to appear before the Commission. Mre Smallwood 
was represented throughout by counsel who cross-examined 
witnesses and presented argument on his behalf. 


The third concerned party who did not appear, 
Mr. John C. Doyle, owns some 14.8 per cent of the common 
shares of Javelin. During the time period relative to 
the investigation he was unquestionably in the words of 
Mre Yves Vincent, formerly Secretary, "the force behind 
the Company". He resides in Panama City in the Republic 
of Panamae In a letter to the Chairman dated June 25, 
1982, Mr. Doyle stated his status vis-a-vis appearance in 
Canada before the Commission in these words: 


“The criminal charges instituted at St. John's, New- 
foundland December, 1973, were dismissed by the 
Supreme Court of Canada on June 26, 1976. The facts 
as judged, reveal that the Newfoundland authorities 
had held me illegally in violation of the provisions 
of the Criminal Code of Canada, and in the failure 
to hold a timely Preliminary Hearing, or election of 
trial, these authorities deliberately deprived me of 
my legal rights by not proceeding during the period 
provided by law, but by illegal means, held and 
detained me without due process of law. 


The Government of Newfoundland, failing to recognize 
the several important years that had passed, after 
the dismissal of the charges by the Supreme Court of 
Canada, again relaid the original charges. This 
unjust action by the Justice Department of Newfound- 
land, was taken, although they had previously stated 
publicly, that in the absence of Mre OL. Vardy, a 
defendant, they were unable to proceed against me. 
(Their previous excuse made to explain their having 
failed to proceed). The glaring fact is that by the 
time the original proceeding were dismissed, Mr. O.L 
Vardy was fatally ill, was not extraditable, and 
important witnesses for the defense had died, or 
otherwise had become unavailable. These delays were 
not caused by me, and may only be attributable to 
the Government of Newfoundland and constitute an 
abuse of process.” 


R.C.M.P. Superintendent R.A. MacGibbon (now 
Inspector) in charge of the unit which later became known 
as the Commercial Crime Section was sent to St. John's in 
1972. There he set up a team to investigate allegations 
of criminal offences by persons associated with Javelin. 
Many of the documents entered as exhibits in the investi- 
gation were seized by the R.C.M.P. under Search Warrant 
in the Commercial Crime Section's investigation. They 
were later seized from the R.C.M.P. by the Inspector. 
Inspector MacGibbon called by Mr. Balestreri, latterly 
President of Javelin, for cross-examination in the Com- 
mission Hearings, said that charges laid against Mr. 
Doyle following the R.C.M.P. investigation were still 
outstanding. 
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Counsel for Mr- Doyle, Mr. Balestreri, Mr. 
Ducharme, and Mr. Smallwood were all most anxious that 
Mr. Doyle as the person most conversant with the facts 
have an opportunity to testify to the Commission, and the 
Commission would have welcomed his testimony. Accordingly 
the Minister, at the request of counsel for Mr. Doyle and 
Mr. Balestreri, on October 25, 1982 issued to Commis- 
sioner MacLellan a commission to take the evidence of Mr. 
Doyle as a voluntary witness in Panama. Unfortunately, 
the Government of Canada's request to the Republic of 
Panama for permission for Mre MacLellan to sit as a 
rogatory commission in Panama was rejected on November 9, 
1982. Mr. Doyle was also unable to appear to testify in 
the United States. Although the Commission raised the 
question of alternative sites where the evidence of Mr. 
Doyle might be heard, no proposal by Mre Doyle's counsel 
or other counsel was received until the receipt of evi- 
dence was completed and argument was initiated. At that 
Stage the Commission deemed such proposals would unduly 
delay the need for prompt completion of the Hearings and 
a report to the Minister. 


This investigation and report as noted are 
pursuant to section 114 of the Canada Corporations Act, 
R.S.C. 1970. This statute has now been superseded by the 
Canada_Business Corporations Act (19/74-/5-/6 S.C., c. 
33). Part XVIII of the new Act provides for the investi- 
gation of the affairs of a company, the appointment of an 
inspector, etcCce,. Upon application glowethe, colt. oe OLLon 
234 of Part XIX provides for the court to issue orders in 
certain circumstances. The relevant portions of the 
section are as follows: 


"234. (1) A complainant may apply to a court for an 
order under this section. 


(2) If, upon an application under subsection (1), 
the court is satisfied that in respect of a corpora- 
Ciongor any Otel Cs attiiiares. 


(a) any act or omission of the CcOrporatlLonm.or 
any of its affiliates effects a result, 


(b) the business or affairs of the corporation 
or any of its affiliates are or have been car- 
ried on or conducted in a manner, or 


(c) the powers of the directors of the corpora- 
tion or any of its affiliates are or have been 
exercised in a manner 


that is oppressive or unfairly prejudicial to or 
that unfairly disregards the interests of any secu- 
ritvesiolder.= creditor, director, or officer, the 
court may make an order to rectify the matters 
complained of. 


(3). In. .connection, with. an application under, this 
section, the court may make any interim or final 
order it thinks fit including, without limiting the 
generality of the foregoing, 


(a) an order restraining the conduct complained 
Ole 


(b) an order appointing a receiver or receiver- 
manager; 


(c) an order to regulate a corporation's af- 
fairs by amending the articles or by-laws or 
creating or amending a unanimous’ shareholder 
agreement ; 


(d) an order directing an issue or exchange of 
securities; 


(e) an order appointing directors in place of 
Orin, addition..to, all s.or.any gof »the. directors 
then in. office; 


(f) an order directing a corporation, subject 
to .subsection..(6),.. o% any,,other  .person,...to 
purchase securities of a security holder; 


(g) an order directing a corporation, subject 
to subsection (6), or any other person, to pay 


to a security holder any part of the moneys 
paid by him for securities; 


(h) an order varying or setting aside a trans- 
action or contract to which ‘a corporation is’ a 
party and compensating the corporation or any 
other party to the transaction or contract; 


(i) an order requiring a corporation, within a 
time specified by the court, to produce to the 
court or an interested person financial state- 
ments in the form required by section 149 or an 
accounting in such other form as the court may 
determine; 


(j) an order compensating an aggrieved person; 


(k) an order directing rectification of the 
registers or other records of a corporation 
under section 236; 


(1) an order liquidating and dissolving the 
COrporacion; 


(m) an order directing an investigation under 
Part XVIII to be made; 


(n) an order requiring the trial of any issue.” 


Inversiones Montforte, S.A., a Panamanian 
company, holds 200,990 shares of Javelin. In January 
1982 Inversiones made application to the Quebec Superior 
Court under the provisions of section 234.(3)(b) for an 
Order appointing a receiver-manager to take control of 
the management of Javelin, to receive its income and pay 
its. Piabilities’s The grounds of the application were 
that the affairs of Javelin had been conducted "in a man- 
ner that was oppressive and unfairly prejudicial" to 
Inversiones and other minority shareholders. Inversiones 
did not seek removal of the Board of Directors, but asked 
that their powers be subject to certain supervisory 
limitations to be exercised by the receiver-manager. A 
Montreal lawyer, Mr. Michel Robert, Q.C., was proposed as 
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receiver-managere Javelin consented to the application 
and it was heard by Mr. Justice MacKay at Montreal on 
panuary 2 i, 1 962% Mre Robert was appointed receiver- 
managere 


Inversiones brought an amended application 
before the court asking that the powers of the receiver- 
manager be exercised to the exclusion of the Board. Mr. 
Frank A. Potter, a Javelin shareholder, intervened in the 
proceedings. He alleged that the Inversiones' application 
was brought in collusion with Javelin to avoid the juris-— 
diction of the Supreme Court of Ontario where proceedings 
under section 234 had been pending since the fall of 1981 
at the instance of Mr. William Wismer. Mr. F.H. Sparling, 
the Inspector appointed by the Commission to investigate 
the affairs of Javelin, also intervened. He approved the 
appointment of Mre- Robert as receiver-manager but asked 
that he be given full authority over Javelin's affairs, 
power to stop payments to or for the benefit of Mr. Doyle 
in Panama, and full power to protect the assets of the 
company pending completion of this investigation by the 
Commission under section 114 of the Canada Corporations 
Act. Javelin opposed the amended application by Inver- 
siones urging that the Board of Directors be left in 
place subject to Mre Robert's supervision. The new 
application was heard by Mre Justice Rothman, who 
rendered judgment on April 7, 1982. 


Judge Rothman summarized the facts of the ap- 
plication as follows: 


"On the merits of the application, I am entirely 
satisfied that the affairs of Javelin have been con- 
ducted in a manner that is oppressive and unfairly 
prejudicial to minority shareholders. Javelin's 
consent to judgment on the application alleging this 
oppression can reasonably be taken as an acknowledg- 
ment of the oppression alleged. Moreover, the evi- 
dence of oppression and abuse is uncontradicted. 
There may be some room for argument as to who has 
caused the abuse, but all of the evidence indicates 
that the interests of minority shareholders are 
being unfairly disregarded. 


Bore 


For many years there has been a war for control of 
Javelin. The directors of the Company have spent 
enormous sums to gain and to maintain control of the 
Company, its subsidiaries and their respective as-— 
sets.e In 1980, the Company spent some $2,000,000 to 
$3,000,000 in legal fees and a similar sum in 1981. 
I have little doubt that a substantial proportion of 
these sums has been expended in these _ sterile 
pursuits. 


In addition, the directors have been permitting the 
Company to pay huge sums in consulting fees and 
interest to John C. Doyle, a controlling shareholder 
now living in Panama, as well as equally substantial 
amounts to Revenue Canada on account of personal 
income taxes owing by Doyle. 


While some of these amounts may be justified there 
appears to be little control on the outflow of funds 
to Mre Doyle. On the face of things, the payments 
appear extraordinary. In 1980, these payments to 
Doyle or for his benefit totalled over a million 
dollars. “while. in, 1981) they. Stotal Gediamalmose 
$900,000." 


The judgment ordered the appointment of Mr. 
Robert for a term of two years with "full power to carry 
on all the business affairs of Javelin", and suspended 
the Board of Directors. All amounts payable to Javelin 
were to be paid to the receiver-manager without deduc- 
tions The execution was suspended of 
". « e all contracts between Javelin and/or any sub- 
Sidiaries and affiliates controlled by Javelin and 
John C. Doyle and any companies controlled by him, 
and orders the suspension of any payments’ by 
Javelin, directly or. indirectly. to. onetoretheubene- 


fit of John C. Doyle or any company controlled by 
him." 


The receiver-manager could vote all Javelin shares in 
subsidiaries and affiliates and attend all of their 
meetings. Mre Robert was to furnish all requested 
documents to the Commission and proceedings before the 


Commission were not to be contested on behalf of Javelin 
WitLKMOUL consent’ of the court. 


Thus Javelin has been in the hands of a trustee 
with substantial powers since April 7, 1982. Mr. Robert 
testified at length before the Commission with respect to 
the current Javelin financial situation and its many 
problems- His evidence of his difficulties in attempting 
to exert control over, or even to obtain basic informa- 
tion about, the non-Canadian subsidiaries of Javelin, and 
in attempting to settle a myriad of lawsuits and tax 
problems, is summarized in Chapter VIII. 


The investigation by the Inspector and _ the 
Commission's Hearings gave rise to several lawsuits and 
applications to the courte These are listed in Appendix 
A to this report. 


CHAPTER II 


ASSETS AND SOURCES OF INCOME 


Javelin has a host of subsidiaries and affili- 
atese A chart of the corporate organization is appended 
to this Chaptere Most of these companies are non-oper- 
ating, though some presently dormant have assets which 
could be a source of revenue in the future. 


Javelin's present cash flow comes for the most 
part from three sources: 1) mining royalties from Wabush 
Iron Mines; 2) dividends from Knoll Lake Minerals 
Limited, and 3) annual payments representing the sale of 
its interest in Wabush Lake Railway Company and Wabush 
Iron Company Limited to Wabush Iron Company Limited. 


The Wabush Mines Royalties 


In the early 1950s Mr. J.C. Doyle, as principal 
Shareholder and chief executive officer of Javelin, ap- 
proached the Premier of Newfoundland seeking mineral 
exploration rights in the province. A large area of 
Labrador had, some years previously, been assigned for 
exclusive mineral exploration to Labrador Mining and 
Exploration Company. As tenant of Labrador Mining, Iron 
Ore Company of Canada had developed a rich iron ore lode 
at Knob Lake. This is the site of the City of Scheffer- 
ville. A railway of some 365 miles had been built to 
carry the ore concentrate to the St. Lawrence where it 
was pelletized and shipped to the steel mills. Under its 
agreement with the Province of Newfoundland, Labrador 
Mining was required to return portions of its exploration 
concessions which had not been developed within a certain 
time framee In 1953, the portion of the concession south 
of Wabush Lake was relinquished to the province. The 
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concession to explore and develop minerals in this area 
was granted to Javelin. Javelin's exploration proved 
fruitful and led to an agreement for the development of 
the Wabush Lake iron ore deposits. Pickands Mather of 
Cleveland, Ohio, specializes in iron ore production. 
Under its leadership, Javelin and U.S., Canadian and 
Italian steel manufacturers formed Wabush Iron Company 
Limited, an Ohio corporation, to develop the mine. The 
mine is operated (under the management of Pickands 
Mather) by a joint venture, a partnership under the laws 
of Newfoundland, of Wabush Iron Company Limited and two 
Canadian steel mills, Steel Company of Canada Limited and 
Dominion Foundries and Steel Limited. The towns of 
Labrador City and Wabush were built on the new mine 
sites. 


The chain through which the Javelin Wabush Lake 
rights were transferred to the joint venture is basic to 
an important Javelin tax problem which will be referred 
to in Chapter VIII. 


The original mining lease was granted to a New- 
foundland crown corporation, Nalco. Javelin first 
acquired an interest in Nalco in 1953. This interest was 
increased over the years and Nalco is now 98.4 per cent 
owned by Javelin. Nalco sublet the mineral rights to 
Javelin which sublet to Knoll Lake Minerals Limited. 
Then Knoll Lake, 39.5 per cent owned by Javelin, sublet 
to Javelin. -In 1956, Javelin leased the property to the > 
Wabush Mine consortium in return for a 10 per cent inter- 
est in Wabush Iron Company Limited and a royalty on ore 
mined. The royalty which expires in 2055 is based on the 
sale price of pellets shipped from Pointe Noire on the 
St. Lawrence. This varies with the published price of 
Lake Erie old-range non-Bessemer oree In 1983, based on 
a Lake Erie price of $40.00 a ton, the royalty to Javelin 
is $2.12 a tone This royalty is Javelin's most important 
source of revenue. In 1981, it amounted to $10.25 mil- 
Bion. in. 19825) to86..5 millions Mr. Robert projected 
royalty income as a little over $6 million in 1983. He 
said 1982 was a year of unusually low shipments, and 1983 
will apparently be the same. 
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Knoll Lake Minerals Limited Dividends 


The $2.12 a ton Wabush Iron royalty” is not “net 
to Javelin. As lessee of Knoll Lake, it pays that compa- 
ny a royalty of 32 cents a ton which in 1981 came to $1.4 
million. * However, Javelin? holds’a 39> per* cent=interesce 
in Knoll Lake. The balance is owned by the consortium of 
Wabush Iron, Stelco and Dofascoe Javelin's dividend from 
Knoll Lake was S269;205"inel9sl. 


Proceeds of Sale of Wabush Iron and Wabush Railway 


Wabush Lake Railway Company was formed to build 
a tributary line some 39 miles from the Wabush Lake mines 
to the main Schefferville-St. Lawrence line. The railway 
company was originally a wholly owned subsidiary of 
Javelin. Javelin sold 90 per cent of the shares in 
Wabush Lake Railway to Wabush Iron for $2.3 million. At 
the same time, it gave the latter an option to purchase 
both the balance of the shares in the railway company and 
Javelin's 10 per cent of the shares of Wabush Iron it- 
self. This option was exercised at a sale price of $28 
million. Javelin received $3 million in cash. The 
balance is being paid in annual payments based on the 
tonnage shipped from the minee The base payment under 
the sale contract is ten cents a ton but escalates with 
fron ore’ prices. ln-i9sl sar 2529" cents a come naveritl 
received a payment of $1.3 million. The payment becomes 
due on January 25 of each yeare As of September 30, 1982 
there was a balance remaining of $15.8 million of the 
original $25 million. 


As noted above, Javelin owns a number of sub- 
Sidiaries which, while non-operating, may hold substan- 
tial mineral rights. Other subsidiaries and affiliates, 
while revenue producing, make no contribution to Jave- 
lin's cash flow. Some assets are claims for compensation 
subject to current litigation or arbitration. 


The more important of these assets and holdings 
are as follows: 
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Bison Petroleum and Minerals Ltd. 


Mr. WM. Wismer is President of Bison. 
Recording = tor the” Financial’“Pést Survey of Mines and 
Energy Resources 1982, the company holds interests in 
producing and undeveloped oil and gas and mineral acreage 
in Canada and the United States. It also holds a 90 per 
cent interest in Prairie West Explorations Ltd. whith 
owns a copper-zinc property in Saskatchewan. Gordon 
Holdings Ltd.-, 55 per cent owned by Bison, is engaged in 
real estate operations in Saskatchewan. Mre Wismer is 
also President of Dominion Jubilee Corporation Ltd. which 
holdsr;45 7+ per®’cent’ (Of the sharest"of ” Bisons Bison's 
wholly owned subsidiary, Jubilee Quebec Holdings Ltd., is 
described by the Survey as owner of two adjoining claim 
eroups, “O*Keefe? ’and’ Star “Laké, “in” Quebec. However, 
Javelin disputes this ownership. This question and many 
others concerning Bison and Dominion Jubilee are part of 
the Javelin-Wismer litigation stemming from the “Palace 
Revolt" of 1976. 


Mr. Wismer was an important witness at the 
investigative stage. He was also recalled for cross- 
examination at the Commission Hearings by Mr. Balestreri. 


ipel9OS at thes invitation “or Mr."J.C. Doyle, 
Mr.e Wismer became a Director of a Javelin subsidiary, 
Jubilee Iron Corporation Ltd. (later Dominion Jubilee). 
He was at that time a Director and Vice-President of the — 
Toronto stock brokerage firm of Draper Dobie & Co. Ltd. 
In September of 1966, again at Mr. Doyle's invitation, he 
became a Director of Javelin and, on September 30, 1967, 
he was Mr. Doyle's nominee for president, a capacity he 
held until May 28, 1974. 


Mr. Wismer described himself in his evidence 
during the investigation as “an absentee president” until 
1972. His routine occupation was with Draper Dobie in 
Toronto. He customarily, but not always, made a weekly 
trip to Javelin's executive offices in Ottawa, later to 
Montreal when Javelin moved there. He apparently had 
little to do with the day-to-day operations of Javelin. 
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He did not know if he had authority to sign cheques, but 
in any event did not sign any. He attended Directors’ 
meetings when they were called by the Secretary. He said 
Mr.e Doyle, who had an apartment in the building which 
housed Javelin's executive offices, was in charge of 
affairs as Chairman of the Executive Committee of the 
Board of Directors. 


From mid-1972 until May 1973, Mr. Wismer atten- 
ded full time at the Montreal Head Office, commuting from 
Toronto. Mr. Doyle was in control of operations through- 
out. Mr. Wismer said that he "found out subsequently that 
there were many things not disclosed to me”. 


In 1974, Lee & Martin of St. John's, Newfound- 
land, were Javelin's auditors. They circulated to Mr. 
Wismer and other Directors a "Confidential Report” dated 
July 6, 1974. This report raised serious questions about 
Javelin expenditures in Panama. Mr. Wismer said that the 
Board was at the time satisfied "with the explanations” 
provided by the Vice-President, Mr. John Rozzini. Mr. 
Wismer testified that Mr. Rozzini later “repudiated” his 
explanations and “there were other matters which happened 
which had a tendency to undo our satisfaction". 


The R.CeM.eP. Commercial Crime Section inter- 
viewed Mr. Wismer and other Directors as part of their 
investigation of Javelin's acquisition of the Southern 
Timber Concession and the payment of the Banque Romande 
finder's fee. 


On March 6, 1976, Mr. Wismer led the "Palace 
Revolt”. He and five other Directors, a majority of the 
Board, took control of management. Mr. Wismer became 
Managing Director. The "Wismer group" replaced the 
president and other officers. By Resolution of the Board 
of April 2, 19/76, Javelin brought suit against Messrs. 
J.C. Doyle, Hubert Ducharme and William Roxburgh for 
damages for fraud and conspiracy. 


The six Directors held management for only a 
few months.- On application by Mr. Doyle, a judge of the 
Superior Court of Quebec ordered a Special General 
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Meeting of the Shareholders. At the meeting held in 
Montreal on July 30, 1976, a relatively small number of 
the seven million Javelin shares were represented. About 
2.4 million shares were voted for Directors friendly to 
Mre Doyle; about 50,000 for Mr. Wismer and his asso- 
ciates. The “Wismer group" was overwhelmingly defeated. 
A new Board suitable to Mr. Doyle was elected. Mr. 
Balestreri was reappointed President with a 10-year 
contract. Other deposed Javelin officers were reinstated. 


However, Mre Wismer and his associates con- 
tinued in control of Bison and Dominion Jubilee. Javelin 
had held 61.2 per cent of the shares of Bison and control 
of Dominion Jubilee. In February of 1977, by an issue of 
shares by Bison to Dominion Jubilee and by Dominion 
Jubilee to Bison, the share percentage held by Javelin 
was reduced below controle The Wismer group elected the 
Boards of both companies. 


There ensued what Mre Robert described as a 
“vingtaine” of lawsuits as to the legality of these 
manoeuvrese Mre Wismer testified that, at Mr. Doyle's 
invitation “and with the guarantee of safe conduct from 
counsel”, he met with Mr. Doyle in Panama in 19/5 to seek 
settlement of their many lawsuits, to no avail. 


Mr. Robert maintained that Javelin was entitled 
to its pre-1977 position in Bison and Dominion Jubilee. 
As receiver-manager, he continued the actions to upset > 
the share exchange and also opened new negotiations for 
settlement. At the time he testified he was confident 
that his negotiations would be successful and that con- 
trol of the two companies would soon return to Javelin. 


Pavonia, SeAe 


Pavonia was purchased in May of 1969 and is a 
wholly owned subsidiary of Javelin. The company held the 
mineral rights to Cerro Colorado, an important copper 
mining property in Western Panamae Javelin invested $24 
million in equity capital in Pavonia and loaned the 
company a further $5 million to explore and develop Cerro 
Coloradoe The major questions raised by Lee & Martin, 
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Javelin's auditors, in their July 6, 1974 “Confidential 
Report" to the Directors, which Mr- Wismer testified led 
to the Palace Revolt of 19/76, were with respect to 
Pavonia's disbursements on the Cerro Colorado project. 
The auditors had "not as yet been satisfied" that Javelin 
and Pavonia "received adequate consideration" for road 
construction costs of $5 million or “under a contract 
with Owl Investments Limited which amounted to $/25,000". 
The-* Inspector made’ passing’ ‘reference Sto —ther™Gerre 
Colorado questions in his Statement but the matter was 
not at issue before the Commission. However, significant 
evidence regarding Pavonia and its relations to Javelin 
emerged during the Commission's Hearings. 


In 1975, the Republic of Panama expropriated 
the Cerro Colorado property. Pavonia was paid $23.6 mil- 
lion, $5 million in cash and the balance in Republic of 
Panama 8 per cent Bonds (tax free in Panama). In addition 
to the interest, Pavonia received the proceeds from 
scheduled retirement of the bonds. 


In 1978, Pavonia borrowed $6 million from the 
Banque Nationale de Paris in Panamae As security for the 
loan, Pavonia pledged the Republic of Panama Bonds and in 
addition, Javelin assigned the revenues accruing from the 
Wabush Mines mining royalties. 


In 1977, the Javelin-Pavonia relationship was 
reorganized. The documents effecting this reorganization 
were filed as Exhibit A-//. They provided as follows: 


(a) Javelin received from Pavonia 976,993 common 
shares at an agreed value of $15.00 per share. 
In consideration Javelin cancelled $14,654,895 
owed by Pavonia to Javelin. 


(b) Artena, S.A., a Panamanian company also wholly 
owned by Javelin, is owner of the Sidamo mining 
property “in “kthvopia « This property has not 
been developed. Artena issued 969 shares of 
its capital stock to Javelin in consideration 
of ~"Javelin's* cancellatton! *ofM@ae= debe wor 
$1,078,738 owed by Artena to Javelin. 


te} 


(d) 


(e) 


(f) 
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Javelin International Corporation, a Panamanian 
company wholly owned by Javelin, issued 69,067 
shares to Javelin. In consideration, Javelin 
cancelled Javelin International Corporation's 
debt of $69,067 to Javelin. 


Javelin transferred to Minas San Cristobal, 
SeA. its lease to mine the "Los Encuentros” 
concessions in the Republic of El Salvador, in 
consideration of five per cent of the “net 
smelter return of all ores mined, refined and 
sold from the concessions”. 


Javelin Export Ltd., a Panamanian company whol- 
ly owned by Javelin, issued 7,995 shares of its 
capital stock at an agreed value of $226.57 a 
share to Javelin. In consideration, Javelin 
cancelled a debt of $1,811,419 owed to it by 
Javelin Export. Javelin Export was the vehicle 
through which annual consulting fees. of 
$209,000 were paid to Mr. J.C. Doyle. 


Javelin transferred to Pavonia the sum of 
$4,289 plus all its shareholdings in Artena, 
S.A., Minas San Cristobal, S.A., Javelin Export 
Ltd.- and Javelin International Corporation. 
The valuation of the shares of these companies 
for the purpose of the contract was set forth 

as follows: , 


Noe of 


“Shares of Common Stock Shares Total Value 


Artena; SsA- 50, 000 $4,714,003 
Minas San Cristobal, S.A. 4°99 / 15,099,700 
Javelin International Corp. 69,167[*] 69,167[*] 
Javelin Export Ltd. 18,000 $1,840,301 


Totmle Un Saneg72351 MAS 


[*]This figure is shown as 69,067 in the subscrip- 
tion agreement. 


In payment for the transfer of these Javelin 


subsidiaries to Pavonia, Pavonia issued 515,164 treasury 
shares to Javelin. 


ay) 


The total Pavonia shares issued to Javelin in 
this transaction was thus 1,492,157. Mr. Bourque, counsel 
for the Inspector, noted with irony that Pavonia formerly 
owned 100 per cent by Javelin was now owned 150 per cent. 
The effect was to remove these subsidiaries from Canadian 
to Panamanian jurisdiction, and to cancel the Javelin 
Export and Pavonia debts to Javelin. 


As part of the reorganization, but apparently 
not involving Pavonia, Javelin Bulkcarriers Limited, a 
United Kingdom Company wholly owned by Javelin, issued a 
further 30,000 shares to Javelin at an agreed value of 
$16.3688 per sharee Javelin in consideration cancelled a 
debt of $491,064 owed to it by Bulkcarriers. 


Pavonia owns a number of other subsidiaries 
virtually all non-operating. Of really -ofssitsythokdings, 
apparently only two produce any revenuee Ovens of France 
Ltd. operates a bakery in Florida. In 1981, it had sales 
of $136,000. Cost of sales was $125,000. Minas San 
Cristobal has a 200-ton-a-day plant which processes 
gold/silver bullion. In 1981, the Company had bullion 
Salieseof wi$2.9' mildtons! with» scost:: tof risaltes? soumms2a04 
million. 


According to Pavonia's financial statement of 
December 31, 1981, Pavonia's income in 1981 was derived 
almost wholly from the Republic of Panama Bonds. In that 
year it jreceived interesteol  Sl,2725700.)/ cingadditioni eet 
received $635,000 from redemption of the bonds by Panama 
pursuant to the redemption schedulee Some $15 million of 
the bonds were still unredeemed. Administration expenses 
on this business activity in 1981 were $1,450,000. 


In 1982, according to a letter from the Secre- 
tary-Treasurer of Pavonia, set forth in Chapter VIII, the 
Republic of Panama Bonds were sold at a substantial dis- 
counte Nevertheless, the proceeds of the sale of these 
bonds represent a major Javelin asset but one not avail- 
able to the company as will be shown later. 
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The Melville Compensation Claim 


In 1965, Javelin embarked on the "Melville 
project’ which involved setting up a linerboard mill in 
Newfoundland utilizing wood from the Lake Melville area 
in Labradore The Southern Timber Concession referred to 
in Chapter III was a part of the forest resource. Mel- 
ville Forest Products Limited was incorporated to hold 
and operate the forest lands which had been acquired with 
the acquisition of Nalco. Melville Pulp and Paper Limited 
was organized to build the linerboard mill which, in the 
late 1960s and early 1970s, was built at Stephenville in 
Newfoundland. In 1969, the names of these two companies 
were changed to Javelin Forest Products Limited and 
Javelin Paper Corporation Limited. Javelin Bulkcarriers 
Limited was incorporated in the U.K. to purchase shipping 
to carry the wood from Labrador to the mill at Stephen- 
ville on the Island of Newfoundland. However, this part 
of the plan fell through and Javelin Bulkcarriers did not 
acquire shipping. 


The large portion of the financing for the 
project was obtained with the guarantee of the Province 
of Newfoundland. In 19/72, the Province of Newfoundland 
expropriated the mill and forest lands. Javelin was paid 
$6,600,000, but has claimed a further sum of $3,//9,334. 
The litigation has been submitted to arbitration. In 
addition, Javelin Paper Corporation and Nalco have insti- 
tuted proceedings in Newfoundland for $1,273,367 regard- | 
ing issues not included in the claim presently pending 
before the arbitration board. Javelin has set up a 
provision for uncollectability of $/00,000 in respect of 
these claims. 


The Julienne Lake Compensation Claim 


In 1960, through Julco Iron Corporation 
Limited, Javelin leased iron ore deposits at Julienne 
Lake, some ten miles from the City of Wabush, in Labra- 
dor, from the Province of Newfoundland. The lease was 
for 99 years. In 1975, the province enacted the Julienne 


Lake Deposit Reversion Act providing for the reversion of 
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these properties to the province for a maximum compensa- 
tion o£ .5750,000.. In 1978, the company filediactioncgin 
Newfoundland claiming $3,549,271 as the amount actually 
invested in these properties. A provision for uncollect- 
ability of $2,799,271 has been set up in Javelin finan- 
cial statements with respect to this claim. 


Newfoundland and Labrador Corporation Limited (Nalco) 


Javelin first acquired some interests in Nalco 
in, 1953, sand: subsequently din. 19545). 1959, 1965, pnkoGouand 
1979. Javelin now holds approximately 3,293,297 shares 
of Nalco or 98.4 per cent. 


As of December 31, 1981, Nalco held approxi- 
mately 503 acres of mineral rights in Newfoundland. With 
respect to some of these rights, the corporation has en- 
tered into exploration agreements with various companies 
and has retained exploration rights to the remaining 
portion of this property. 


San Juan Copper Gow itd. 


Javelin acquired its interest in this company 
in 19/70. The company holds two patented mining blocks, 
each of four claims in Sooke Penninsula, in the south of 
Vancouver Island. The properties became part of a 
regional park of the City of Victoria and these claims 
are the only claims remaining. Javelin owns 81 per cent 
of the issued capital of the: company. 
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CHAPTER III 


THE SOUTHERN TIMBER CONCESSION 


The Allegation 


"In 1968, Javelin was duped into acquiring a worth- 
less timber concession in Labrador from a Liechten- 
stein corporation, Société Transhipping, whose prin- 
cipals are, to this day, still unknown, and thus 
relieved of $4,000,000.00." 


By 1965, Javelin was involved in plans for New- 
foundland's third paper mille It was to be located in 
Stephenville, utilizing wood from ‘a concession ‘in the 
Lake Melville area of Labrador belonging to Nalco. The 
Newfoundland Government was enthusiastic about this pro- 
ject (the "Melville" project) and guaranteed substantial 
loans in connection with it. As security for its guaran- 
tees, the province received 5,300,000 preferred Javelin 
shares. In 1972, the Government of Newfoundland took 
over the Melville project and returned the _ preferred 
shares, which now totalled 5,888,600, to the company. 


On March 6,° 1968; Mr. W.H. Roxburgh, “at the 
time Vice-President of Javelin, signed an agreement with 
Société Transhipping of Vaduz, Liechtenstein, by which 
Javelin appeared to acquire timber rights in Labrador 
belonging to Société Transhipping for $3,997,500 U.S. 
This concession, the "Southern Timber Concession", was 
located south and west of the Nalco limits and had pur- 
portedly been granted to Société Transhipping by a letter 
(or letters) of grant from the then Premier Joseph R. 
Smallwood of Newfoundland. One million nine hundred and 
ninety-seven thousand five hundred dollars was paid in 
cash following the signing of the agreement. The remain- 
ing $2,000,000 was to be paid by instalments which were 
to commence at a future date. These instalment payments 
were later accelerated, and the sum of $1,025,000 was 
paid in December 1972 in settlement of the remaining 
commitment. 
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The Inspector has argued that the grant - or 
appearance of a grant - of this concession from the 
Government of Newfoundland to Société Transhipping was 
arranged to enable Javelin to deal through a third party. 
Société Transhipping was the vehicle used after previous 
attempts to arrange the transaction through the Bank 
Germann of Switzerland and Europap Ltd. of Liechtenstein 
failed. 


He maintained that the purpose of the trans- 
action was to provide funds by which Mr. Doyle could pay 
a debt owed by him to Javelin which resulted from the 
settlement in 1961 of a protracted shareholder derivative 
suit which alleged, in essence, that "Javelin had entered 
into a number of transactions where it had received lit- 
tle or no consideration, whereas Doyle had enriched him- 
self and other individuals at the expense of the corpora- 
tion and its shareholders." 


He further argues that the Southern Timber 
Concession, for which Javelin undertook to pay $4 mil- 
lion, had “no commercial value whatsoever" and the later 
acceleration of the instalment payments was not justified 
and the final settlément constituted an additional fraud 
against Javelin. 


AS The Transaction 


Four letters of grant, all on letterhead of the 
Premier, Government of Newfoundland and Labrador, with a 
signature reading “Joseph R. Smallwood", appear to relate 
to the Southern Timber Concession in Labrador. Three are 
dated iMarch 3: °'965* 


One, addressed to “Société Transhipping"”, con- 
firms that: 


»- e »e the Labrador wood reservation . - ~ has been 
granted to you e e -« 


This wood reservation is for a period of two and one 
hale evyears TH9%° So arithy eri grace “period of? "one! year 
additional .. . 
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You will be entitled to a timber lease on the same 
basis as other concessionaires now existing in 
labrador, 16 tes 371 


Another, addressed to the Bank Germann, con- 
firms that the Labrador wood reservation “granted in your 
name as of this date is for and on account of your prin- 
cipals, Société Transhipping and its associates. . ." The 
closing paragraph expresses appreciation that the Bank 
has confirmed "to us the identity of your principals so 
that-we will..be -able in future. to > deale direct! ymwten 
them.” 


The third, to Bank Germann & Coe, reserves the 
woodland for the use of unnamed clients of the Bank. 


A fourth letter, dated September 1, 196/ and 
addressed to the Bank Germann, confirms that the Labrador 
wood reservation "granted in your name as of this date is 
fore and (on waccount; jof your sprincipake yy Huropap slimited 
and its Associates, e .. Like the second letter above, 
the closing paragraph expressed appreciation for “your 
confirming to us the identity of your principals so that 
we may in future deal directly with them.” 


le. Bank Germann 


A photocopy of what appears to be a summary of 
the initial arrangements (author unknown) was found in 
Mr. John -C. » Doyle's, ;suitcase .by «the, .&.C.M.P. 4dnehis 
Montreal apartment in 1972: 


“Originally this transaction was to be handling with 
the Swiss banker Walter Germann. In, fact: sin pbep= 
tember 1966, two lawyers went to Basel to meet 
Germann and organise the deal. (The xx plane fair 
were paid by a travel card of Canadian Javelin. The 
Premier Smallwood did write a letter addressed to 
the bank Germann confirming that a concession of 
timber was reserved for clients or clients of the 
Germann bank. (One of the two lawyer has in his 
possession a map prepared last year by an official 
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of the Government outlining all the timber conces- 
Sion around the one presently owned by Nalco. Also 
an official request was given to J.C. Doyle and 
Signed by the bank Germann and the Premier in answer 
wrote himself a letter to the Germann bank confirm- 
ing the concession. The suicide of Walter Germann 
changed completely the situation. An effort was 
made to find those two compromising letters and 
destroyed them." 


The “new scheme” details arrangements through an Otto 
Wolf, about whom nothing further has been said. 


A letter dated February 4, 1965 to The Honour- 
able Je Smallwood from Bank Germann & Coe requesting a 
concession on behalf of unnamed clients was found among 
the papers of the Bank Germann obtained by the R.C.M.P. 
Mre Doyle's suitcase contained a photocopy of a draft of 
a letter similar in intent. A draft letter dated August 
8, 1966 offering the forest rights to Javelin for U.S. 
$4,000,000 was also found in the files of the liquidated 
Bank Germanne The Inspector argues that the suicide of 
Walter Germann and subsequent liquidation of the Bank put 
an end to this plan. 


26 Europap Ltd. 


Mr.-Pierre Lafleur, an assistant to Mre Doyle 
in 1967, testified that he was present when Mr. Doyle 
requested Mr. Herbert Luft, President of Europap, to 
write a letter which would convince the members of the 
Newfoundland Cabinet to grant the timber concession to 
Europap. Lafleur stated that Doyle judged a March 22, 
1967 letter from Luft to Javelin insufficient for this 
purpose and that he, Lafleur, was present when a second 
letter, addressed to The Honourable Joseph Re. Smallwood, 
was written. He had it typewritten on stationery of Le 
Chateau Champlain, a Montreal hotel. Mr. Lafleur identi- 
fied two exhibits as being the letter to which he refer- 
red. The R.C.M.eP. master code numbers on these exhibits 
identifies them as having been seized from the “Office of 
the Premier Government of Newfoundland." Both refer to 
German clients of Europap who wished to establish a 
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newsprint mill at Stephenville in association with 
Javelin and the linerboard mill. The second letter named 
proposed partners - Springer, Haindl and Holzmann — and 
stressed the confidential nature of the information. 


Mr. Lafleur testified that he was with Mr. 
Doyle when the latter, after receiving a letter concern 
ing the grant from Mr- Smallwood, called the Premier and 
requested a different letter: 


"Q. Est-ce que vous avez eu l'occasion d'étre té- 
moin, d'étre présent lors d'une communication télé- 
phonique de monsieur Doyle a4 Monsieur Smallwood? 


Re Ah oui, ah oui. C'était justement au sujet de 
l'octroi de la concession, de ladite concession qui 
fait l'objet de mon témoignage. 


Re. . « « Smallwood avait envoyé une lettre da Doyle, 
lettre disant qu'il était effectivement pour octro- 


= 


yer la concession a Europap, etc. 


Doyle avait jugé la lettre du Premier Ministre ina- 
déquate aux fins pour lesquelles il voulait l'utili- 
sere Alors il avait appelé Joey Smallwood et s'était 
effectivement faché au téléphone, lui disant de 
s'enligner et de faire une meilleure lettre dans les 


plus brefs délais, avec le" texte!) dont’ il) “avait 
besoin.” 


Once Europap had the forest rights, these would 
be transferred to Javelin. The nature of the planned 
transactions between Javelin and Europap is illuminated 
by several documents. Three unsigned draft memoranda 
(author unknown), obtained from the premises of Javelin, 
lay down a procedure 


+ « « for sale of Europap Ltd. to the new owners in 
connection with the transfer of Europap's Labrador 


forest rights to Canadian Javelin Ltd. or Melville 
Forest Products Limited." 
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An unsigned Javelin-Europap agreement, dated 1967, was 
seized from the offices of Javelin in 1972. It relates 
to the assignment of Europap's forestry concession in 
Labrador to Javelin. Europap is said to be the client of 
the Bank Germann referred to in the March 3rd, 1965 let- 
ter of grant. Europap's rights are said to be vested by 
virtue of the letter of grant and an Order-in-Council, 
date to be filled in. 


iietne tall of 196/, according to LarlLeur, he 
went to Zurich where he met Hubert Ducharme and Mr. Luft. 
Mr. Lafleur recalled that he was asked to sign a document 
Sanctioning the proposed Javelin-Europap' transaction. 
This he refused to doe An unsigned settlement agreement 
between Javelin and Pierre Lafleur was found in the 
apartment of John C. Doyle. It has the following para- 
graph: 


"6. Lafleur, incidental to the rendering of consult- 
ation services to Javelin and its subsidiaries and 
affiliated companies, recommends that the proposed 
transaction with Herbert Luft be consummated in 
order to bring into the control of Javelin and its 
subsidiaries and affiliates, additional timber lands 
in Labrador.” 


When questioned as to whether this was the 
document he was asked to sign Lafleur responded: 


"Re .C'est essentiellement .. ~ 
Ecoutez, je pourrais pas vous dire que c'est exacte- 
ment la méme chose mais le fond est le méme. 


Q. J'attire votre attention au paragraphe six (6), 


Est-ce que cette recommandation de la transaction en 
question représente la bénédiction dont on vous a 
parlé? 


Re Grosso modo, oui” 


ai) ae 


Mr. Lafleur has stated that his refusal to sign 
this document, plus, especially, the growing reluctance 
of Herbert Luft caused this plan to be dropped. Mr. 
Lafleur had no knowledge of an association between 
Europap and the Bank Germann, and no knowledge of Société 
Transhipping. 


3. Société Transhipping 


This is the entity with which Javelin signed 
the March 6, 1968 agreement to acquire the Southern 
Timber Concession for $3,997,000 U.S. Transhipping"s 
rights were said to be vested by virtue of “Letters of 
Grant 5 a reference tor the March 3rd;e9l965 elevcer or 
grant to Société Transhipping. No. \Order=in-Councr. vis 
cited. Mr. Roxburgh, who signed the agreement on behalf 
of Javelin, stated that the negotiations were conducted 
by Mr. Ducharmee Mr. Roxburgh flew to Europe and signed 
in the office of the Banque Romande. It is Mr. Roxburgh's 
testimony that a Mre Fournier signed the contract on be- 
half of Société Transhipping.- As an indication of the 
Status of Transhipping's rights we have the following 
letter, written in October 1968 by Mr. Roxburgh to Donald 
WeKe Dawe, Q.C.: 
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IRICHIVE TRADE es COMMISSION 
-( VA 
(/ 


OGeiovey 13, 1963 


Mr, Donald W. K. Dawa, 9.C, 
Curths, Dawe, Fagan & Manoney 
230 Duckworth Stresi 

St. John's, Nawfoundland 


Dear Mr. Dawa: 


_Tenclose a copy of our agreemant with Sociste Tranay 
oalpping covering the purchase of the South Timber Concession 
in Labrador by Canadian Javelin Limited, 


We should undertaks to have this concession insued ta 
Trangaloping and transferred at once to Canadian Javolin under 
ths purchase agreement. 


You should treat this purchass agreement as conild- 
ential information untill this is finalized; at least until it ls neaded 
for recording our purchase In the registry, 


Please telephona me on recelpt of this letter to arrange 
tha next stepa. 


This matter is urgent and] would appreciate youz advice 
a2 $s tha courses of action we should follow and your help in come 
pietlay bahia matier with a minimum of:dela 


Yours very t 
re ioe 


iis H, Roaburys 
so Fraginens 
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Two Orders-in-Council granting the Southern 
Timber Concession to Nalco followed, 1000 - '68 (December 
27, 1968) and 250 - '69 (April 1, 1969). A letter dated 
April 17, 1969 to Javelin's auditors, written on Govern- 
ment of Newfoundland letterhead with a signature reading 
"Joseph R. Smallwood", confirms the extent of "the forest 
rights formerly held by Société Transhipping «. ." 


Be The Payments 


On January 30, 1968 Mr. Doyle wrote a letter to 
Javelin stating that he had deposited funds to Javelin's 
credit at the Panama Bank and Trust Coe which, when added 
to past deposits of $952,500, would settle the 
outstanding claim against him arising from the 
shareholder suit. 


Deposits on behalf of Mr. Doyle to Javelin were 
reportedly made as follows: 


December 14, 1967 S; .602 0000 tao. 
December 29, 1967 350; 000 es. 
January 29, 1968 15,647 500 Suis. 


The Inspector argues that the last two deposits 
should be compared to the $1,997,500 U.S. allegedly paid 
Transhipping the following March. 


According to the evidence of Mr. Lafleur at the 
investigative stage, Mr. Doyle told him that the goal of 
the negotiation with Europap was to take care of his 
friends in Newfoundland, and named Mr. J.R. Smallwood and 
Mr. Curtis. 


"Re « « « Le but de cette transaction, comme monsieur 
Doyle lui-méme me 1l'a dit un jour a 1'Hétel Mayfair 


a Londres, le but @était de prendre soin de ses amis 
a Terre-Neuve.” 


Further on: 


"Q- Alors si je comprends bien monsieur Doyle tente- 
rait d'acquérir pour Europap la concession fores- 
tiére de South Timber? 


Re. C'est cae 


Q. Dans un second temps Europap interviendrait, 
c'est-d-dire exécuterait une convention avec 
Melville Pulp and Paper? 


Re Absolument. 

Q.- Une convention transportant ses droits? 
Ree» Tout. a fait cela. 

Q. Et collectant des royautés? 


Re Absolument. 


Q. Ces royautés dans un troisiéme temps, vous dites 
d'aprés l'affirmation de monsieur Doyle, seraient 


~ 


pour prendre soin de ses amis a Terre-Neuve? 
Re Exactement. 


Q. D'aprés votre témoignage ces amis, selon ce que 
monsieur Doyle vous a déclaré ces amis seraient mon- 
sieur Smallwood et monsieur Curtis? 


Re 11 m'a définitivement nommé ces deux noms-la et 
je présume que ce n'était pas la une liste limita- 
tive.” 


Exhibit 166 in this investigation is a document 
found by the R.C.M.P. when they entered Mr. Doyle's 
apartment in 1972. This exhibit is as follows: 


2/ 


3/ 


4/ 


5/ 


6/ 


Feed 


mAhs 


Compte No 30.771 - 


Compte No 30.912 - 


Compte No 31.323 - 


Compte No 31.554 - 


Compte No 31.865 - 


AISIFLCTL that pope 


ee 
ly 14 So 

lhe. 

_e 3077, 60eeee 
RAVINIA S.A, Se 250,000 4-— 12 /f2e 
Apartado 1774, 
Panama 1, R.P. 

$ 500.000,4- 25 % 

Mr. J.R. SMALLWOOD § ind 7580008—= 18 3/4 % 
St. John's 
Newfoundland 
Mr. L.R, CURTIS 3° 375, 000s 18 3/4 % 
St. John's | 
Newfoundland 
UNION BANK OF PANAMA 420.000, 
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cys 


Panama, R.P. 


$ 2.000.000. -- 


—_—_— 
—————————————_== 
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The R.C.M.P. also seized an account signature 
card on the Banque Romande made out in the name of Small- 
wood, J-R. with a signature reading Joseph R. Smallwood 
and a series of unsigned Banque Romande documents, which 
correspond to the list in Exhibit 166 and promise to pay 
the beneficiary a stated percentage of sums to be col- 
lected. One bears the name Mr. J.sR. Smallwood, St. 
John's, Newfoundland; another Mr. L.R. Curtis. 


The Commission heard no evidence with regard to 
these documents other than that they were found in Mr. 
Doyle's possession. Although not proof that payments 
were ever made, they raise unanswered questions and are 
consistent with Mr. Lafleur's testimony in this matter. 


C. The Acceleration and Assignment 
to Pioneer Investments Ltd. 


By letter dated March 9, 1968 to Société Tran- 
shipping, Javelin elected to pay the $2,000,000 U.S. 
outstanding under an option of its contract which called 
for six annual instalment payments of $275,000 each, fol- 
lowed by two payments of $175,000, commencing December 
31, 1970. There was no acceleration clause in the con- 
tract and interest, at the rate of 6 per cent, was only 
payable after each instalment became due- On December l, 
1970, Javelin received a letter of demand concerning the 
first payment from a Montreal lawyer, Mr.- Harry Blank. 
Mr. Blank was acting on behalf of Pioneer Investments 
Ltd., a Bahamian corporation to which Société Tranship- 
ping had purportedly assigned its rights under the March 
6, 1968 agreement with Javelin. As in so much that 
relates to this matter the circumstances surrounding the 
assignment are somewhat confusinge A letter dated June 
12, 1968 from Javelin (signed Hubert Ducharme) to Pioneer 
acknowledges receipt of documents indicating that on that 
date the rights of Transhipping were assigned to the 
Banque Romande, and then to Pioneer. However, a February 
5, 1971 letter, emanating from Pioneer Investments Ltd. 
(signed by Orville Turnquest, President) indicates that 
Société Transhipping assigned its rights to Pioneer on 
July 8, 1970. Both documents were seized from the office 
of Mr. Blank by the R.C.M.P. 


Ser 


Mre Blank testified during the investigative 
stage. He indicated that Mr. Ducharme, Javelin's legal 
adviser, had contacted him and asked if he wished to 
handle the case against Javelin on behalf of a Nassau 
lawyer, Mr. Orville Turnquest. Mr. Ducharme was to get a 
share of the fees for referring the case to Mr. Blank. 


“Ae Yes. When the case was first started, I was 
either telephoned or visited by Mre Ducharme and 
asked if I would like to handle the case against 
Canadian Javelin on behalf of the lawyer in Nassau, 
that he was the one that was referring the case to 
me and would like to get a share of the fees, and 
he'd led me to believe at the time that it wouldn't 
involve too great an amount of work, he didn't think 
there would be any litigation and I told him fine, 
what was involved, and he told me what it was and at 
the time I think the figure was, he said you can 
probably make about ten thousand dollars ($10,000), 
and anything above that will be mine.” 


Upon being advised that Javelin could not pay 
the December 31, 19/70 instalment, Mr. Blank sent the com- 
pany a settlement letter (dated December 23, 1970), which 
he drafted after negotiations with Irving Golomb, a legal 
adviser to Javelin from the U.S. This letter was accepted 
and confirmed by Mre Doylee The deadline was extended to 
September 30, 1971, at ‘which time the ‘full *'sum’ of 
$2,000,000 U.S. would be duee Javelin paid Mr. Blank's 
legal fees and charges, which totalled $65,000. Mr. 
Blank received 100,000 shares of Dominion Jubilee 
Corporation in compensation. He turned these over to 
Hubert Ducharme, who sold 15,000 shares on behalf of 
Harry Blanke The balance of 85,000 shares was used to 
reimburse Mre Ducharme and Mre- Turnquest. 


Javelin did not meet the September 30, 1971 
deadline, and as a penalty forfeited a $60,000 payment 
which had been required by the settlement letter. Exten- 
sions were again negotiated, and the balance remained 
unpaid when the newly elected Government of Newfoundland 
took over the linerboard mill at Stephenville and the 
associated wood harvesting operations in May 1972. A 
nominal value of $10 was assigned to the Southern Timber 
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Concessione The following December 18th, in "final set- 
tlement in relation to the purchases of the Southern 
Timber Concession, . . -” Javelin paid Pioneer Investment 
Ltd- $1,025,000 and received all of the shares of Artena 
SeA.e, a Panamanian corporation whose stated asset was 
“the right to and or the right to acquire a nickel con- 


cession from the Government of Ethiopia. . .” 


Note 11(b) to the 1972 Financial Statements of 
Javelin notes that the shares of Artena were given to 
Javelin in lieu of the timber concession, which had been 
returned to the Government of Newfoundland. The assigned 
value of these shares is $3,635,265. There is evidence 
seriously questioning this assigned value. There is also 
some question as to whether Artena had any independent 
right to the nickel concession. A letter from the 
Ethiopian Government to Javelin, dated November 23, 1972, 
a month before the Pioneer-Javelin agreement, describes 
Artena as an agent for Javelin. As “a condition precedent 
to the effectiveness of the Concession Agreement,” 
Javelin is asked to guarantee the obligations of Artena 
“not merely as a surety but as a principle.” Al so 
required was evidence that Javelin (not Artena) had suf- 
ficient resources to properly exploit the minerals. In 
any case, note 22 to Javelin's consolidated balance sheet 
(December 31, 1981) explains that although the mineral 
rights obtained and additional exploratory work had cost 
the company $4,538,152, ". . . there is no assurance that 
the follow-up work will disclose sufficient potential ore 
deposits to make exploitation economically feasible.” 


De The Commercial Value of the 
Southern Timber Concession 


Dr. Stewart Peters, Deputy Minister of 
Resources for the Province of Newfoundland from 1960 to 
1968, testified in the investigative stage regarding the 
commercial value of the Southern Timber Concession. Dr. 
Peters stated that the concession was inaccessible and of 
"no economic value” for timber harvesting. 


Ne 


THE WITNESS: 


"On that concession outside of the NALCO limits, that 
is outside, just a short distance from the Goose Bay 
area and extending to the southern boundary, the 
52nd Parallel, I would say that from a forestry 
point of view expecting some realization on your 
investment based on a harvestable commodity that it 
has no economic value. 


MR. BOURQUE: Q. There were -- I am sorry -- would 
you believe, would you be of the opinion that the 
acquisition of this concession might be essential to 
protect the NALCO concession in case of forest 
fires, for example? 


Ae I would say it is too far removed to have any 
supportive value to the main concessions in the 
vicinity of Goose Bay.” 


It was Dre Peter's opinion that the value of 
the timber lay in watershed control if the rivers were 
developed for hydro electric purposese Counsel for Mr. 
Balestreri obtained a subpoena from the Commission to 
recall Dr. Peters for cross-examination. According,» sto 
counsel for Mr. Balestreri the subpoena was not served 
due to difficulties in locating Dr. Peters. 


Mr. Howard Palmquist, a pulp and paper spe- 
cialist who worked under contract on the Melville project 
from 1965 to 1970, testified before the Commission. Mr. 
Palmquist was reluctant to place a value on the Southern 
Timber Concession. 


MR. POTTER: 


"Qe + « »« Now, with your experience in this field 
and having seen at least that part of the South 
Timber Concession and knowing what you knew and what 
you now know about it, do you have any opinion your- 


self as to how much one would have to pay to buy 
such a forest concession? 


MR. BOURQUE: When? 


ma Ce 


MR. -POTIER:,.Q. . At that. time. 


A. At that time, noe. I have no idea, because at 
that time we evaluated timber stands on a per cord 
basis. 


Q. So using that rule of thumb, about how much 
would one have had to pay to buy those forestry 
rights from someone else? 


THE WITNESS: My point is this: you must know the 
acres; you must have a fairly decent idea of the 
volumes on that land before you would make an offer. 
I bought hundreds of thousands of acres of timber- 
land, and we always made sure that we had a very 
accurate cruise of the lands before we purchased it. 
To make an appraisal of what that land in the 
Southern Timber Reserve is worth, I would. be 
hesitant." 


Mr. Palmquist did, however, recommend the ac 
quisition of the concessione Copies of letters written 
in 1966 by Mr. Palmquist and Mr. Eli Cowan, Melville's 
design engineer, recommending the acquisition of the 
areas south and west of the Nalco timber holdings are on 
the record. Although Mr. Palmquist testified that by 
November 1966 it was understood that earlier estimates of 
the Nalco-Brinco holdings were exaggerated, there is no 
mention of this in the letters, which refer more general- 
ly to Melville's future expansion. A recommended acqui- 
sition price is not specified. 


One thing about which Mr. Palmquist was quite 
clear when he appeared before the Commission was that the 
concession was valuable to Melville only if the logs 
could be floated down through Quebec to the St. 
Lawrence: 


ae ee 


"Without being able to take this Southern Concession 
out through Quebec, I did not look at that as a very 
favourable timber limite . . ." 


This required both improvements to the rivers 
(harbour facilities and improvements for driving) and the 
permission of the Quebec government. Mr. Palmquist tes- 
tified that no shipping feasibility study was conducted 
on this plan. The evidence does not establish that there 
was ever a firm commitment from the Quebec government. 


CHAPTER IV 


THE BANQUE ROMANDE FINDER'S FEE 


The Allegation 


"In 1967, Javelin was relieved of a further sum of 
$1,450,000 for a non-existent finder's fee which was 
paid to Banque Romande, a Swiss corporation." 


In December 1967, $1,450,000 was paid to the 
Banque Romande out of a Javelin account at the Union Bank 
of Panama. The payment was allegedly pursuant to an 
agreement signed between Javelin and the Banque Romande 
in August 1967, which provided that this amount be paid 
to the Banque Romande in return for locating financing 
for Javelin's linerboard project. The Inspector argued 
that the Banque Romande was never involved in locating 
financing for this project. 


In 1966-67 Javelin, through its subsidiary Mel- 
ville Pulp & Paper Limited, was planning its Newfoundland 
linerboard project. Efforts were made to locate funds, 
as well as equipment, a contractor and markets. 


Several witnesses who were directly involved in 
putting together the financial and equipment package for 
Melville have testified before the Commission regarding 
activities undertaken in the spring and summer of 1967. 
These are: Mre Pierre Raymond Lafleur, who during a 
relatively brief association with Javelin was associated 
with Melville; Mr. Howard Palmquist, a pulp and paper 
specialist working under contract to Nalco and then Mel- 
ville from 1965-1970; Mr. Irving Golomb, a U.S. attorney; 
Mr. Sean Mack, an assistant to Mr. Doyle; and Mr.e Desmond 
Stoker, at the time head of the Corporate Finance Depart- 
ment of the Montreal investment house of Nesbitt Thomson 
and active in obtaining financing for Melville. The only 
other persons named as being directly involved with the 


a 
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Melville package are Mr. John C. Doyle and Mr. Eli Cowan, 
whose engineering firm E & B Cowan of Montreal designed 
the Melville complex. Mr. Cowan did not testify in the 
investigation. 


According to testimony, a funding and equipment 
arrangement that had been reached with a French group 
(ENSA Schneider-Creusot) in the spring of 196/ broke down 
shortly thereafter. Representatives of Melville then had 
meetings with various British firms. These contacts re- 
sulted in arrangements for Walmsleys (Bury) Limited of 
Lancashire to supply equipment for the mill and for Sir 
Robert McAlpine & Sons Ltd. and McAlpine of Newfoundland 
Ltd.e to act as contractor. Lazard Brothers & Co. Ltd-, 
acting on behalf of several banks, undertook to purchase 
Melville's promissory notes in respect of goods and ser- 
vices of U.K. origin. In the U.K. the Export Control 
Guaranty Department assisted with the financing. 
Melville's notes were guaranteed by the Province of New- 
foundland. Other contacts included Lambert Bros. (ship- 
builders) and various companies who might provide a 
market for the product. 


In June 1967 Nesbitt Thomson undertook to mar- 
ket between $17,500,000 and $27,500,000 Melville Pulp & 
Paper Limited bonds, guaranteed by the Province of New- 
foundland. It took some time for the financing to be ar- 
ranged. In October,1969 the.firm, .acting! as sagent stor 
Melville and the Province of Newfoundland, sold two is- 
sues denominated in Deutsche mark totalling approximately 
$17,500,000 Canadian to the Hessische Landesbank in 
Frankfurt. A subsequent issue (for 100 million Deutsche 
mark) was similarly placed by Nesbitt Thomson in 1971. 
Nesbitt Thomson received a two per cent agency fee for 
the first issue and a fee of five-eighths of one per cent 
on the second issue. 


All of the aforementioned witnesses have testi- 
fied to having first-hand knowledge of at least some of 
these events. None has indicated an independent know- 
ledge of the role supposedly played by the Banque Romande 
in locating financing. A letter to the Banque Romande 
from Javelin, dated April 4, 1967, asks for direction and 
advice re English, French or German sources of financing 
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for Melville. A second letter, dated July 24, 1967, from 
the Banque Romande to Javelin suggests certain courses of 
action —- i.e., using British ships, equipment and finan- 
cing in lieu of a French arrangement and possibly German 
financing as well. The date of this letter is interesting 
inegireue won tie tact “that “both “Mr~ ' Lafleur and “Mr- 
Palmquist stated that the dissatisfaction with the French 
group and the initial contacts with the British firms 
occurced “priorfto July’ 1967. 


The Inspector filed several drafts of an al- 
leged agreement between the Banque Romande and Javelin, 
all dated August 8, 1967. These are initialled on behalf 
of the Banque Romande and are signed on behalf of Javelin 
by Mre Ducharme alone, Mre Roxburgh alone or by Mr. 
Roxburgh and Mr.e Balestreri jointly. These drafts state 
that the Banque Romande has supplied Javelin with infor- 
mation, recommendations and advice (some also specify 
introductions) to help Javelin contact various financial 
organizations.e A translation seized from the offices of 
Lee & Martin, Javelin's auditors, states: 


“In case of favourable results from the various steps 
baker it is agreed’ that* 


1. For the credit to be used for the building of 
ships as specified in the annexed documents 
which should not be less than $18,000,000 (U.S.) 
the Banque Romande shall receive $450,000 (U.S.) 
for consideration. 


2. For the credit to be used for equipment and ma- 
chinery which could reach close to $35,000,000 
(U.S.) the Banque Romande shall receive $800,000 
(U.S S)°for consideration. 


3. For the subvention (grant) which should be at 
least $3,000,000 (U.S.) the Banque Romande shall 
receive a lump sum of $200,000 (U.S.) for consi- 
deration. 


Sue The toral’ “which “shall be paid” to® the” Banque 
Romande as above specified under paragraphs 1, 2 
and 3 shall not in any case be over 34 of the 
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total amount of credit, grants and financial 
help obtained by the intervention of the Banque 
Romande." 


In some drafts the organizations are named: 


"Lazare Brothers & Co. 

Lambert Brothers (Shipping) Limited 
Walmsleys (Bury) Limited 

Olympic maritime (groupe Onassis) 
Sir Robert McAlpine & Sons Limited” 


Payment was made December 5, 196/ and receipts 
were provided for three separate amounts specifying that 
these payments “constitue bien l'exécution” of paragraphs 
1, 2 and 3 of the agreement. 


On March 25, 1968, Mr.e- Doyle reported the pay- 
ment to Javelin's Board of Directors. The following is 
an extract from the Minutes of the Board: 


"The negotiations for Javelin Bulkcarriers Limited 
were now to the point where a detailed discussion of 
rates for the winter charter to an oil company were 
being considered by three oil companies. It now 
appeared that as soon aS an agreement had _ been 
reached, Lazard Brothers & Coe Ltd. and the Ship 
Yard should be in a position to complete the finan- 
cial agreement for construction of these vessels. 
He pointed out that proceeds from the Time Deposit 
which had been set aside for use in the financing of 
this project had been used as shown in the statement 
of expenditures accepted by the Government of New- 
foundland to obtain the required financing which had 
been arranged through Banque Romande in Geneva, 
Switzerland. The restrictions laid down by the 
Government of Newfoundland in connection with their 
financial guarantee required that the Company obtain 
its financing outside of the United States, and when 
it became apparent that the French would not be able 
to perform satisfactorily, the Company had requested 
and received from Banque Romande advice and guidance 
in arranging an alternate source of financing. 


aes be 


Initially, Banque Romande had undertaken only to 
examine the possibilities but in August 1967 had 
requested an agreement covering the fees to be paid 
in the event an agreement was reached. Following 
considerable negotiation, an agreement was reached 
with the Company covering $43,000,000 in financial 
commitments for the Melville mill and construction 
of vessels by Javelin Bulkcarriers Limited, together 
with a non-repayable subvention of approximately 
$3,000,000 to apply to the vessels with the limita- 
tion that in any event the total amount payable to 
them would not exceed 3 percent (3%) of total 
credits and financing obtained.” 


However, an alternative explanation of this 
payment is given in a letter to Lee & Martin, Javelin's 
auditors, dated April 18, 1969 and signed by Mr.- John C. 
Doylee This letter states that Banque Romande suggested 
dropping the French group because of poor performance 
and that the Banque located German financing for the 
project which was never used. Specifically the letter 
States that the Banque Romande arranged for offers to 
purchase "The entire 1/7 million dollars of Guaranteed 
Bonds necessary to complete the project" and additional 
financing of $14 million for the harvesting operations. 
The Letter ended as follows: 


“Payments were made to Banque Romande after credits 
were agreed upone It is normal for the company to 
be charged Finders Fees. At the moment, Melville 
has been asked a 534% Finders Fee based on Champion 
Paper Company's participation in the Melville 
Project. This was never agreed to by Melville and 
it has been rejected. 


Business processes require we pay for services that 
have brought results. The final evolutions of the 
Project as proposed in meetings with Mr. Roxburgh 
and others, has been superior to the methods which 
resulted in the ENSA misadventure.” 


Mr. Pierre Lafleur stated that the Banque had 
no part at all in arranging financing through the British 
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firmse In reference to the letter to Javelin's auditors, 
Mr. Lafleur indicated that Nesbitt Thomson, where he was 
employed before joining Melville, was Javelin's sole 
agent for the guaranteed bonds, but Mre Stoker said that 
Nesbitt Thomson was not an exclusive agent. Mr. Lafleur 
further stated that the French group was dropped because 
Mr. Doyle felt he could obtain more favourable financial 
terms elsewhere and not on the recommendation of the 
Banque Romande. 


In an effort to discredit the testimony of Mr. 
Lafleur, Mr. Palmquist, Mre Golomb and Mr. Mack were all 
called before the Commission by Mre- Balestreri and exa- 
mined regarding Mre Lafleur's position within Melville. 
These witnesses have generally testified that the role 
reportedly played by Mr. Lafleur was exaggerated and they 
have indicated that there were various meetings in 196/ 
which he did not attend. His personal lack of involvement 
with the Banque Romande need not, therefore, be proof 
that the Banque Romande did not participate in financing 
Melville. Cross-examination of Mr. Lafleur revealed that 
his relationship with Javelin did not terminate amicably. 
However, the testimony of these other witnesses corro- 
borates that of Mr.- Lafleur on the major point. None of 
these witnesses, all of whom were involved at some point 
in arranging the Melville package, and all of whom were 
directly involved with firms supposedly located by the 
Banque Romande, had knowledge of any participation by the 
Banque Romande in arranging financing. 


MR. PALMQUIST: 


"Qe Have you ever heard of a bank called Banque 
Romande? 


A. I have heard about it, but Banque Romande was 
not at anytime, at anytime during my activities 
involved in any of the financing of this project." 


Mr. Palmquist stated that the first contacts 
with Walmsleys and McAlpine were in August 1966 and that 
they were again contacted around June 1967. By then the 
French arrangement had been entered into but was judged 


unsatisfactory because the French wanted to see drawings 
of the necessary equipment. 
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MR. GOLOMB: 


"Qe Was Banque Romande involved at all with Ensa of 
the Schneider Creusot group in France? 


Ae Though I have heard, but I have no _ personal 
knowledge. 


Q. When you say you have heard, can you tell us 
from whom and when? 


Ae Mre- Doyle, and I cannot tell you when. 


Qe Would you have knowledge, having been involved 
at least in part with the financing, if you have 
ever been made aware of German bankers that made 
concrete offers to purchase the entire $1/ million 
of guaranteed bonds? 


Ae I had heard statements to that effect by Doyle 
at one point, but again I was not handling that 
SiTUBtLOns «i. s. 


MR. MACK: 


sl 9 hs Do you have any memory of Banque Romande being 
involved in any way in those meetings? 


Ae The meetings in London? 
Q. Yes. 


A. No, I have no real specific knowledge, no. The 
mame as a name, it rings a bell, but I cannot recall 
specifically. Certainly not on that trip, I do not 
fecare any particule, ~~ Jif “you mean do. Tt recall 
anybody from the Banque Romande, no.” 


THE CHAIRMAN: 


", « e do you have, or did you have knowledge of 
Banque Romande? Do you know that bank? Have you 


ever heard of it? Do you know anything about it? 
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THE WITNESS: No.” 


Mr. Stoker of Nesbitt Thomson was examined on 
the role played by his firm in financing Melville. Mr. 
Stoker did not support the contention that Nesbitt 
Thomson was Javelin's exclusive agent for guaranteed 
bonds from June 1967 on, but he also had no knowledge of 
any efforts on the part of Banque Romande: 


"Q. And to the best of your recollection and know- 
ledge, did Banque Romande help Nesbitt, Thomson, or 
help Desmond Stoker in selling the bonds on the 
European market, or help Desmond Stoker to find 
British financiers or British interests to acquire 
the bonds, or help you in any way? 


Ae Mon cher confrére, I have never heard the name, 
Banque Romande, until Mr. Lapointe [counsel for Mr. 
Doyle] asked me a couple of weeks ago, so if they 
had helped me I would have been able to tell you 
that I had heard of it. 


Qe. « « e did John Doyle tell you, advise you in 
August 1969 before you or your partners contacted 
the German bank, that he, that Melville had obtained 
concrete offers for the purchase of 1l1/ millions 
worth of bonds from the German bank? 


Ae 1am sorry, your question begs another one. Are 
you suggesting that without my knowledge he _ had 
Similar offers from other banks? 


Q. That is close to it, yes, sir. 


Ae I am not aware of that, and I would be very 


Surprised if he had offers acceptable to’ the 
Province of Newfoundland." 


Finally, Mr. Balestreri, who co-signed one copy 
of the agreement with the Banque Romande on behalf of 
Javelin, disclaimed any first-hand knowledge of the 
transaction- He explained his signature as follows: 
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Now if I signed this document it was because two 
signatures were required on every document that we 
do for Canadian Javelin. This does not mean that 
the second signatoree know exactly what is involved 
in the matter concerned here.” 


He later testified that sometimes one man alone had the 
power to signe 


Mr. Roxburgh, whose signature is on some of the 
drafts of the agreement, also testified during the Ins- 
pector's investigation that he was not personally invol- 
ved with Banque Romande in this matter. He claimed, how- 
ever, that the role of Banque Romande was “confidential” 
and that the bank helped with the financing. During the 
Hearings before the Commission Mr. Roxburgh was gravely 
ill and was not called upon to testify. 


CHAPTER V 


MINAS LOS ENCUENTROS 


The Allegation 


"In 1968, Javelin was further defrauded of $235,000 
being the purchase price of mineral rights and con- 
cessions in El Salvador which had previously been 
acquired for its benefit by one of its officers at a 
minimal consideration.” 


By agreement dated October 1/7, 1968 Mr. Wyatt 
Hegler, at the time Vice-President, Engineering, Javelin, 
acquired lease rights from the Macay family (residents of 
San Salvador) to mining properties collectively known as 
"Minas Los Encuentros". The lease required advance rental 
payments of $10,000 and minimum monthly rental payments 
of $300 after 24 months. Royalties were to be six per 
cente The advance payments would be reimbursed out of 
the royalties. The relevant portions of the contract 
are: 


"4. The Operator has unlimited rights to explore, 
drill, map, analyze samples, make reports, 
operate, exploit, etc. on the property and will 
proceed with the exploration and development 
within a reasonable length of time. 


ll. The Operator upon previous written notice to the 
Owner, may transfer this contract to another 
ethically and economically capable company. 


ee 


- 5- 


13. Payments - Rentals - Retributions: 


(a) All monetary payments will be in the sense 
of rentals on all metals produced off the 
property either in concentrates, slimes, or 
crude ore at the rate of six percent (64) 
on the value received at the mine office of 
the Operator on the sale of metals, concen- 
trates, crude ore, etc. 


(b) Notwithstanding the foregoing clause, the 
Operator will make advance rental payments 
in the following manner: 


Five Thousand Dollars three months after 
thet signing. of. jthiis .contract;,.a. further 
Five Thousand Dollars six months after the 
Signing of this contract, and Three Hundred 
Dollars monthly, as a minimum amount of 
rental payable starting from the twenty- 
fourth month after the signing of this con- 
tract, and payable each month during the 
duration of this contract. 


(c) All advance payments will be reimbursed to 
the Operator at the rate of 504 of the pay- 
able amounts, except the minimum payment of 
Three Hundred Dollars ($300.00) monthly; 


Mr. Hegler testified that he acquired this 
lease, which was in his own name, not for his own benefit 
bit fot favelsim sandesan Gristobal,. “for the South Ameri- 
can operation”. Minas San Cristobal was at the time a 
wholly owned Javelin subsidiary. It is now a subsidiary 
of Pavonia, S.A., a Javelin subsidiary. 


Approximately six weeks after signing the con- 
tract with the Macay family, Mr. Hegler, by agreement 
dated November 27, 1968, assigned the contract and his 
rights under it to Petrinja, S.A., which is identified in 
the assignment as a Panamanian corporation. This agree- 
ment was signed by Mr. Hegler and, for Petrinja, by 
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Eduardo Alfaro, President. Mr. Alfaro has been identified 
as a Panamanian lawyer whose services were used by 
Javelin. Mr. Hegler stated during examination that he 
does not know why the rights were assigned to Petrinja, 
and that he was acting under instructions from Mr. Doyle 
in making this assignment. Although the assignment to 
Petrinja specifies that it is made "for value received", 
Mr. Hegler stated that he did not receive any remunera- 
tion. 


By agreement dated December 2, 1968, Eduardo 
Alfaro, acting as President of Petrinja, S.A., assigned 
the contract and the rights of Petrinja under it to 
Javelin for the sum of $235,000, “receipt of which is 
hereby acknowledged". The signature on behalf of 
Javelin reads John C. Doyle, and has been so identified 
by Mr. Hegler. 


This evidence, presented by the Inspector, has 
not been contradicted. 


CHAPTER VI 


SAN MARCOS - SABANA GRANDE AND MORAMULCA 


The Allegation 


"In 1975, Javelin's coffers were milked once again of 
$370,000 for the acquisition of a mining property in 
Honduras which it could have obtained for a price of 
$24,000.” 


This allegation is later elaborated as follows: 
". e e« if Wismer's version coupled with Hegler's rec- 
ollection is a correct statement of the facts we are 
once again faced with an action taken by Doyle with- 
out prior consultation with Javelin's internal ex- 
pert (Hegler) and without proper approval of the 
Board of Directors. The purpose of these acquisi- 
tions seems to have been to induce Javelin into 
acquiring mineral properties of debatable value for 
an exorbitant price fifteen times more than it could 
and should have paid. It can also be reasonably 
surmised that the $340,000.00 paid in excess was not 
given to Graves but found its way back to Doyle.” 


On July 28, 1975, by letter addressed to Mr. 
Wyatt Hegler, then Vice-President, Engineering, Javelin, 
Mr. Billy S. Lady indicated his interest in selling 
rights to the Honduras mining properties of San Marcos 
and Moramulca to Javelin. Mr. Lady stated in his letter 
that his Compania Minera San Marcos, S. de R.L. had been 
set up to handle the San Marcos (Sabana Grande) property, 
that this company owned the exploration zone, and that 
Mr. Lady was willing to transfer 100 per cent ownership 
of the company to Javelin in return for $24,000 plus a 
straight royalty of five per cent of the net smelter 
return: 
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"I'q like to talk to you about my San Marcos (Sabana 
Grande) property- I have a four year (extendable) 
exploration zone of 6,300 hectares on this, and a 
company (Compania Minera San Marcos, S. de Reiee 
allready set up to handle the de-watering and 
evaluation worke « « -« 


- « « L would be willing to transfer 100% ownership 
of the company to you (which owns the exploration 
zone). This would be a shell company, with no as- 
sets or liabilities, aside from the exploration zone 
itself. The expenditure to date is a little over 
$24,000.00, and. I would expect to, recelveltiiss plus 
a Straicht royalty of-o4,0f the net smeltemarecumi. 


In this letter Mr. Lady also expressed interest 
in turning the Moramulca property over to Javelin, sub- 
ject to the cancellation of an existing lease on it, held 
by Mre- Brad Stoughton and Mr. Tom Gilkey, who were three 
months in arrears on their paymentse Mr. Lady did not 
specify asking terms for Moramulca, but did refer to the 
existing contract as follows: 


"My mistake with them [the existing lease holders] 
was probably in not asking for enough front money to 
add a little more urgency to their moving ahead. § I 
gave them the first three months with no payments of 
any sort, with the payments to be $500.00 per month 
during the following nine months, and then going up 
again. This gave them practically a free ride, 
which “1s -allrisht. but, | can. onl ye co «soe ts Geert ee 
theme « « « 


Mr. Hegler sent a copy of this letter ro, une 
Doyle. He also replied .to Mr. Lady,;.by letter dated 
August 4, 1975, that they could continue discussions for 
the Compania Minera San Marcos and await further develop- 
ments regarding the Moramulca property. Javelin was par- 
ticularly interested in acquiring additional reserves of 
mineral rights in 1975, having made some money from a 
mine in El Salvador operated by Minas San Cristobal, S.A. 
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On October 28, 1975 a letter was sent from 
another party, Mr. D.C. Graves, to Javelin and Pavonia. 
In this letter Mr. Graves stated that he had been ap- 
proached in early October, at which time he had agreed: 

WeeseemeG act for you gn tie acquisition of, (tire 
agreement on the Moramulca property held by the 
Gilkey groupe I also agreed to add the actual costs 
of such acquisition to my overall price on the 
Divisadero-Hormiguero properties plus a consulting 
fee and a work assignment. 


This agreement was varied at your request in that I 
also was asked to acquire Compania Minera San Marcos 
Se de RL. and put the Moramulca properties into 
this Company. I also negotiated new royalty, new 
work terms and completely rearranged a better basis 
for the operation and development of these proper- 
ties. 


The agreement .I have negotiated for you to operate 
the Moramulca properties vastly increases’ their 
Value "to yYOUe es 


The price Mr. Graves was requiring for "Cia San 
Marcos (including Moramulca)" was $3/0,000 U.S., with 
payment to be made by December 15, 19/5. The letter also 
dealt with the Divisadero-Hormiguero properties in El 
Salvador, and the price required for them. Mr. Graves 
noted that he understood that Mr. Hegler agreed with the 
breakdown of prices on the properties. This letter was 
stamped as accepted on behalf of Javelin by John C. 
Doyle. Mr. Hegler identified the signature as that of 
Mr. Doyle. Pursuant to this letter an agreement with Mr. 
Graves (a copy of which has not been located) was appar- 
ently signed by Artena, then a Javelin subsidiary, where- 
by Artena was granted the option, later exercised, to 
acquire the Compania Minera San Marcos, and with it the 
exploration rights to San Marcos and Moramulca, for 
$370,000. 
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Mr. Graves has been identified by Mr. Hegler as 
a mining engineer living in Costa Rica. Mr. Hegler stated 
that in the fall of 1975, Mr- Doyle, to the best of his 
knowledge, was also in Costa Rica. 


Mre Raymond Balestreri, then President of 
Javelin, testified that Mr- Doyle called him from Central 
America and informed him that an authorization was re- 
quired for this purchase. Mr. Balestreri maintains that 
he personally called by telephone two members of the 
Executive Committee, Mr. Wismer and Senator Sarto 
Fournier, that Mre Wismer phoned a third member, Mr. 
Frank Sheriff and that this authorization, among others, 
was obtained on November 28, 19/75. Mr. Balestreri further 
maintains he received a “blank consent" from Mr. Wismer 
- no particulars were discussed over the phone - since 
Mr. Wismer knew about the transactions. A letter from Mr. 
Balestreri to Mr. Doyle, dated November 28, 1975, autho- 
rizing Mre Doyle and Mr. Hegler to purchase 100 per cent 
of San Marcos Limitada for $3/0,000 was entered as an 
exhibit. 


Minutes of this meeting have never been pro- 
ducede Mr. Wismer testified that he never authorized any 
of these resolutions. An intra-office memo from Mr. 
Hegler states that he never saw any documentation from 
any meetinge He testified that he was unaware of the 
authorizations and that he had no personal knowledge of 
the negotiations that led to an agreement with Mr. 
Gravese He said that, contrary to the statement in Mr. 
Graves' letter, he was unaware of the price breakdown in 
the agreement until the spring of 1976. /Javelin's Board 
of Directors was, however, informed at a meeting held 
January 29, 19/76 that various properties, including San 
Marcos and Moramulca, had been acquired. These acquisi- 
tions were unanimously ratified. 


Mr. Hegler's testimony before the Commission is 
that he was informed by Mr- Doyle in early December 1975 
that Javelin had acquired San Marcos and Moramulca. It 
was then that he was asked to proceed with an audit of 
the ore reserves and the physical facilities. There is 
some confusion in Mr. Hegler's testimony regarding the 
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Status of the property at this point (late December 
1975), since he apparently arranged to visit the mines 
through Mr. Lady: 


"Q. . « « When you went to see Mr. Lady, am I cor- 
rect in saying that you knew that he no longer owned 
the rights to those mines? 


Ae No, I really did not know that, but I knew that 
an agreement was made somehow whereby I had _ the 
right there to go ahead and examine the property on 
behalf of Javelin. 


Qe But did you not know that Javelin or one of its 
subsidiaries had in fact acquired the rights that 
Mre Lady used to have? 


Ae Iwas aware of the fact that somehow Javelin had 
acquired his rights.” 


Mre Hegler was asked if he would have recom- 
mended purchasing the Compania San Marcos and the explo- 
ration rights to San Marcos and Moramulca for $3/0,000, 
particularly in light of the more favourable terms im- 
plied by Mr. Lady's letter to him of July 28, 1975. He 
stated that he would have recommended the acquisition for 
$370,000, but that he would have liked to acquire them 
for less: 


"Q. What bothers me is here we have this correspon- 
dence that the San Marcos Mine is available for 
$24,000 in July.- Divco is paying $500 a month on 
the Moramulca property except they cannot find the 
money to pay it but they were not paying very much. 
So I come back to my original question: with that 
background, would you have, as a mining engineer, 
recommended to the Board of Directors of Javelin 
that they pay $370,000 cash for those properties? 


A. Realistically I would have liked to have bought 
it for nothing, but that is absurd. So you have to 
put an evaluation on it . . - I do think that half a 
million is too high, I think the 3/70 is obviously 
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better. As IL said before, myself I would like to 
buy it for less if possible. 


Q. You are not suspicious about the deal, then? 


A. Not necessarily, noe I would have liked to have 
bought it for less money, that is all.” 


There is little information on the terms of 
either the Gilkey lease (also refered to as the Divco 
lease) or the terms applicable to Javelin. Mr. Hegler 
stated that Javelin acquired the Divco lease, with some- 
what revised payment terms. He said that he tried to 
negotiate terms and was told that monthly payments on the 
existing lease accelerated, over eight years, to $3,600 a 
month and a production royalty of 5 per cent of gross 
metal sales: 


"Ae « « « we were only fortunate enough to have re- 
duced the monthly payments from the $3,600 down to 
$3,000 per month. 


Ae we. © « in other words, as 1 understand pibjestme 
Divco contract was what Javelin acquired, and that 
particular clause dealing with payments was revised. 


Q. But at its highest or its peak, this lease would 
have provided a monthly rent of $3,000; is that what 
you are telling us, plus a royalty? 


Ae Currently, yes.” 


A point not addressed during the Hearings is 
one explanation given by Mr. Graves, in his October 1975 
letter to .lavelin, for the $370,000, price for sclamiean 
Marcos. Mr. Graves indicated that the acquisition cost 
of these properties was $40,000. He stated he was raising 
the price for these properties but at the same time was 
lowering the agreed price of $830,000 for Divisadero- 
Hormiguero in El Salvador. Javelin's Board of Directors 
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had previously authorized spending up to $1 million U.S. 
for Divisadero-Hormiguero. The price breakdown thus 
became $370,000 Cia San Marcos and $500,000 Divisadero- 
Hormigueroe This was, Mre Graves said, both because the 
new agreement he had negotiated made the Honduras pro- 
perties worth more and because he could possibly be taxed 
in El Salvador but not in Honduras. This suggests that 
San Marcos and Moramulca were part of a "package deal”, 
although they have not been treated that way by either 
the Inspector or Mr. Hegler. Since the Divisadero- 
Hormiguero acquisitions have not been dealt with, this is 
difficult to evaluate. 


Since their acquisition by Artena, neither San 
Marcos nor Moramulca has been put into operation.e Minas 
San Marcos, S. de Re-Le is now a subsidiary of Pavonia. 


CHAPTER VII 


ENGINEERING SERVICES LIMITED 


The Allegation 


"In 1970, Javelin issued 49,000 shares valued at 
$540,000 in payment of a fraudulent invoice for non- 
existent engineering and design work related to the 
purchase of two buildings in Stephenville, Newfound- 
land.” 


Note /(£) to Javelin's ) 1970 ,Pinancialysoraces 


ments summarized the transactions: 


fh 


Through an agreement with the Province of New- 
foundland and Labrador the company will acquire 
land and buildings in Stephenville, Newfound- 
land for a consideration of $250,000 under the 
following terms: 


$50,000 on the passing of title 
$50,000 annually thereafter for a period of 
four yearse 


As part of the transaction, the company has 
agreed to issue to a third party, 49,000 common 
shares of the capital stock of the company, in 
lieu of a cash payment of $540,000, in return 
for the design and technical information and 
for their abandonment of any right which they 
might have to acquire the aforementioned 
property." 


The third party receiving the 49,000 common shares of 
Javelin's capital stock was Engineering Services Limited, 
a Ste John's, Newfoundland engineering and design compa- 
nye The buildings referred to were buildings number 360 
and 361, located on the Harmon Complex site in Stephen- 
ville, Newfoundland. 


ey 
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Ae The Acquisition and Negotiations 


A letter dated May 20th, 1970, with a signature 
reading Joseph Re. Smallwood, Premier and Minister of 
Economic Development, advised Javelin that an arrangement 
between Javelin and Engineering Services Limited was 
necessary before the province could negotiate regarding 
Javelin's proposed acquisition to the two Harmon Complex 
buildings: 


GOVERNMENT OF NEWFOUNDLAND AND LABRADOR 


DEPARTMENT OF ECONOMIC DEVELOPMENT 


ST. JOHN'S 
May 20th, 1970 


Canedian Jevelin Linited 
100 Bronson Avenue - 
Ottawa 4, Onterio 


Gentlemens 


In reference to your proposal to obtain from the Government 
of Newfoundland and Labrador the two former B.0.Q. Buildings on the 
Harinon Complex at Stephenville, we should inform you that the Govern- 
nent hes been negotiating with other persons regarding the acquisition 
end conversion of these builcings to @ hotel operation. The firm of 
Fngineering Services Limited of St. Jonn's, Newfoundland, has bcen 
negotiating with the Government and we are edvised that Engineering 
Services Limited and its associétes héve expended considerable suno 
of money in the design, engineering and architecturél work, looking 
towards the conversion of the buildings to @ hotel operation. 


Under the circucstences, Engineering Services Limited would 
expect to acquire the buildings fron the Covernment. However, in view 
of the close physical connection between the location of your company's 
linerboard project and these buildings, the Government will be happy ‘to 
negotiate with you provided you are eble to reach en asreenent with 
iIncgineering Services Limited, whereby it abandons its project in your 
favour. 


When and if an arrangement is reached between you and 
Engineering Services Limited, please so inform the Goverrment so thet 
it miy be free to negotiate terms for the purchase end conversion of 
the buildings by Canadian Javelin Limited. 


It is understood that these buildings must be used for a 
hotel, apartment, office complex for your company or one of its subsi- 
diarics. 


Sincergly yours, 


>, ec ane ee 
nig Minis 


er of Economic Developnent 
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This letter was seized from the premises of 
Javelin in 1972. Also seized from the offices of Javelin 
was an unsigned typewritten draft letter, Exhibit 138, 
whose contents were almost identical. 


The Inspector has argued, on the basis of 
various documents originally seized by the R.C.M.P. from 
the offices of Javelin and Engineering Services Limited, 
that the negotiations between Javelin and Engineering 
Services were fabricated and that Mr. Doyle played a 
major role in this fabricatione These documents, summa- 


rized below, are reproduced in full and appended to this 
Chapter: 


l. A draft letter dated September 1, 1970 to Mr. 
John C. Doyle signed with initials that Inspector (then 
Superintendent) MacGibbon identified as being A.R.F. (for 
Archibald Rimmer Frost) was seized from the premises of 
Engineering Services. It concerns the negotiations and 
understanding reached between Engineering Services 
Limited and Javeline An almost identical unsigned draft 
letter to John C. Doyle from A.R. Frost was seized from 
the premises of Javelin. 


2% A copy of a letter dated September 30, 19/70 to 
Mr. John C. Doyle, with a signature reading A.R. Frost 
and identified by Inspector MacGibbon as that of A.R. 
Frost, was seized from the premises of Engineering 
Services Limited. It too concerns the negotiations and 
agreement between Engineering Services and Javelin. A 
handwritten draft letter virtually identical in text was 
also seized from Engineering Services Limited. Inspector 
MacGibbon identified the handwriting as being that of 
John C. Doyle. 


3. A confidential letter dated August 11, 19/70 to 
Mresaionn CG.) Doyle’ from A.R. Frost, seized from the 
premises of Engineering Services Limited, refers to a 
letter from Mr- Doyle dated July 3lst and states that 
satisfactory arrangements can be negotiated “for our 
Stephenville subsidiary company - Engineering Projects 
Ltd. - to carry out the work at Harmon.” 
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4. An unsigned copy of a typewritten letter dated 
February 3, 1971 from John C. Doyle to Mr. O.L. Vardy, 
Deputy Minister of Economic Development of Newfoundland, 
outlines a revision of the Engineering Services docu- 
ments. This letter was found in Mr- Doyle's suitcase in 
Montreal. 


56 A typewritten undated letter to “Arch” from 
"Al" (presumably Archibald Frost and O.L. Vardy, respec— 
tively) was seized on the premises of Engineering 
Services Limited. It refers to efforts made by the 
sender to obtain letters “to complete the deal” to the 
satisfaction of the Washington lawyers who deal with the 
SEC. "I also have had to get another letter signed by 
the Premier laying the ground work for this one.” 


Be The Invoice 


Mre Yves Vincent, former Secretary of Javelin, 
testified that the 49,000 common shares of Javelin were 
issued to Engineering Services Limited in payment of a 
Dil stor 36540, 000. An invoice for this amount from 
Engineering Services Limited, bearing the invoice number 
1234A-70 and seized from the premises of Javelin, is 
Exhibit 127 of this investigation. 


A handwritten invoice seized from the premises 
of Engineering Services Limited is almost identical to a 
draft invoice for $540,000 from Engineering Services 
limited to Javelin, which in turn is very similar, .to 
BxOL Dit ol ey. Inspector MacGibbon identified the hand- 
writing as being that of John C. Doyle when he appeared 
before the Commission. Exhibit 127 is as follows: 
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ENGINEERING SERVICES iM 


CNGINEERING = SURVEYING ESTIMATING INSPECTIONS 
ae , oT ° 
tone 776-9911 aa or 1234A4-70 DLOG, O12 PLEASASTVILLE 
ALLInG ADDRESS BY, IOVN'S 
1, O, hOx S64 » NEWFOUHOLAN OD 
bi, Joun's : 
Canadian Javelin Limited, September g@th., 70 


3.00 “Bronson Avenue, 
Ottawa 4, Ontario, 


nn oo er er eo St a ee eet 
ne omen SSS es oe SS Sa SSS SSS SS See Sie eee ee peeaae ween Sa 


Proposed Noted - Bldg. 360 - Apt. Bldg. oe 
at 
Hlarmon, Stephenville or Nowfoundland . 


Yo engineering serviccs, estimate and design for the conversion 
of Buildings 360 and 361 located on the Harmon Complex at 
- Stephenville, Newfoundland, 


Survey fees, drafting costs, engincecring trees, patnroom 
_- design, extension and design of heating plans, new 
jndependent boiler design and layout, landscaping: and 
area design, mechanical plumbing design, reconmendations 
-and design for kitchen and bar layout and equipment and 
furnishings for hotel rental units, | office area, dining 
room, coffec shop, cocktail lounge, banquct and meeting 
roous, lobby furniture and corridor carpeting and 
conversion, equipping and furnishing of beverage room, 


Design and recommendations for complexeconversion of 
building to office and residential apartment complex, © $ 155,000,00 


Ty expenses and loss of profit on behalf of our clients 
and a release against all further clains, 365,000 ,00 


$ 540,000,00° 


: — 
aoa 


I hereby certify that this bill is just and true and payment. 


thorcof has not been recoived, 
: — - Q “2 3 
| AG —Z oO Se 4 
AR. Frost; 
presi acne « 
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Mre Roy Rupert Woolridge, office manager at 
Engineering Services until October 1970, testified before 
a Commissioner at the investigative stage.e Mr. Woolridge 
was shown three copies (two apparently drafts) of this 
invoice, all bearing invoice number 1234A-/0. One draft 
is Exhibit 125 and the other, Exhibit 126. His testimony 
indicates that the invoice was not legitimate. 


Mr. Woolridge commented as follows when shown 
Exhibit [25% 


mAs Well,” the first ‘comment “is. => @Gits@eivoice 
wasn't prepared by myself, which would be the normal 
proceduree I would have done up a draft copy of all 
the invoices going out which would have been typed 
by a girl on-staff at thatytime- This is ‘nolsone cE 
my invoices- The numerical sequence of the invoice 
is not -- I would say have anything whatsoever to do 
with our numbering sequences. 


Q. It is completely fictitious? 


Ae It is completely fictitious. 


A. The dating, obviously the last two digits would 
be /0. It is obviously pertaining to the year 1970 
and that falls in line, there is no problem. The 
invoicing 1234A is not a numbering sequence that 
would have been used at that time of the year, I 
would say there were something like 801 -- that 
would have been an indicated number. There would be 
no .such thing as 1234A. Especially at that parti- 
cular time of the year there just weren't that many 
invoices going out.” 


Regarding the invoice seized from the office of 
Javelin: 


"Qe You would have the same comments regarding this 


invoice as you have concerning Exhibit 125, would 
you not? 


Ae It seems to be a copy of it." 
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Mr. Woolridge stated that he knew of no Harmon 
job by Engineering Services: 


"Ae « »« e as far as I am concerned no work, to my 
knowledge, had gone on to convert any buildings in 
Harmone No payrolls were designated for that parti- 
cular job. No drawings were being done within the 
office. To my knowledge there was no work ensuing. 


THE WITNESS: If the amount or work ensuing to the 
total of $540,000 had gone on, that would have been 
considerably -- months and months of work to amount 
to that type of a labour charge you are talking 
about, engineering fees and so on, and there is no 
way that that type of work could have gone on with- 
out my knowledge.” 


Mre Woolridge's testimony confirms testimony 
given by him in an affidavit sworn before a magistrate in 
1974 which was entered as Exhibit 152 of this investiga- 
tion. 


Ce The Shares 


On May 3, 19/71, Engineering Services Limited 
received AREER B-3308 from Canada Permanent Trust 
Company, representing 49,000 shares of Javelin's capital 
stock. The shares had not been registered under the 
Securities Act of 1933 and Certificate B-3308 bore the 
following restrictive legend: 


"The shares represented by this certificate have been 
acquired for investment and have not been registered 
nnden othe, oecurities! Act. of .1933. The shares may 
not be sold or transferred in the absence of such 
registration or an exemption therefrom under such 
Ag tia 


Javelin's instructions to its transfer agents 
were that the shares were not to be transferred without 
the express permission of Javelin. This provision was 
stated in Javelin's listing application to the American 
Stock Exchange and it, along with the terms of the 
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restrictive legend, were acknowledged by Engineering 
Services Limited in an investment letter to Javelin dated 
October 14, 1970. The signature reads A.-R. Frost and it 
was accepted by John C. Doyle for Javelin. The investment 
letter stipulated that Javelin 


P(ly". @. will Yrefise to! permit ‘Cranster op ftne sarc 
shares or any part thereof unless the request for 
such transfer is accompanied by an opinion of coun- 
sel acceptable to the company that the reason for 
transfer does not indicate or result in a violation 
of the said Act or rules and regulations; . . .” 


A letter dated June 10, 19/71 to Engineering 
Services Limited from a Panamanian corporation, Alpena, 
SeA.-, notified Engineering Services that: 


“In accordance to our previous understanding, re- 
garding our claim for the amount of $500,000.00 
Can-, for services rendered, we confirm that we will 
accept, in full and complete settlement of our 
claim, 49,000 investment shares of Canadian Javelin 
Limited.” 


The minutes of Alpena show that it was incorporated 
November 18, 19/70 and that Javelin's Panamanian lawyer, 
Eduardo Alfaro, was its President. Mr.e Woolridge, who 
remained with Engineering Services Limited until October 
1970, testified that he would have “most definitely” been 
in a position to know if services for the amount of 
$500,000 had been rendered by Alpena to his company. He 
had no knowledge of Alpena or any services provided by it 
to Engineering Services Limited. 


Although the investment letter from Engineering 
Services Limited specified 


“That we are acquiring the said shares solely for our 
Own account as an investment, and not with a view to 
resale or cother distribution thereof; . . = 


a letter dated July 1, 1971 from Alpena, S.A. to Engi- 
neering Services Limited acknowledges receipt of share 
certificate B-3308. The shares were still registered to 
Engineering Services Limited, whose Board of Directors, 
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on July 16, 1971, resolved that B-3308 be transferred and 
that the certificate be endorsed by A.R. Frost. Mr. 
Douglas Skirving, office manager for the St. John's, 
Newfoundland brokerage firm of Parsons & Landrigan from 
1960 to 1974, testified under examination in 1980 that 
O.L. “Al” Vardy, acting on behalf of Alpena, came to 
Parsons & Landrigan with B-3308 in November 1971. Blank 
Stationery with Alpena, S.A. letterhead was later seized 
from Vardy's Newfoundland apartment. In sworn testimony 
before a magistrate in 19/74 (entered as Exhibit 162) 
Skirving indicated that, following Vardy's instructions, 
he wrote a letter to Javelin's transfer agent, Canada 
Permanent Trust, requesting that B-3308 be broken up into 
49 certificates of 1000 shares each and transferred to 
Parsons & Landrigane On November 29, 1971 Mr. J. MacNeil, 
Supervisor of Stock Transfer at Canada Permanent, wrote 
to Javelin requesting instructions.e On December 9, not 
having received an answer, Mr-e MacNeil called Javelin and 
spoke to Mre Lachmann, a Javelin executive, since Mr. 
Vincent, his usual contact, was absent. Mr. MacNeil tes- 
tified that Mr. Lachmann advised him that the restriction 
was still in force and the shares could not be transfer- 
red. The certificate, still registered to Engineering 
Services Limited, was held by Canada Permanent until 
April 1972, when it was returned to Parsons & Landrigan. 
Mr. Skirving testified that he returned the certificate 
to Mr. Vardy, who signed the receipt “Alpena S.A. per 
On Vo" 


On June 21, 1972, Parsons & Landrigan again 
received B-3308 and sent the certificate to Canada 
Permanent, requesting that it be transferred to C.J.V. 
Holdings, a Javelin subsidiary, in denominations of 4 x 
10,000 and 1 x 9,000. By letters dated June 20 and June 
21, 1972, Javelin instructed Canada Permanent to transfer 
the shares, respectively, to C.J.V.- Holdings and to Yves 
Vincent, in trust, with the restrictive legend intact. 
Canada Permanent followed the instructions of the second 
Javelin letter after receiving an affirmative opinion 
from Javelin's lawyers. These shares, broken down 8 x 
5000 and 9 x 1000, were delivered to Parsons & Landrigan 
upon Javelin's authorization and delivered by messenger 
to Javelin in August 19/72. They were cancelled in 
November 1973. 


ase 


An unsigned, undated typewritten draft letter 
to Javelin seized from Oliver Vardy's apartment indicates 
that the shares were to be held in trust and, depending 
upon the viability of the linerboard project, transferred 
to either Alpena or “such person in accordance with writ- 
ten direction and instructions to be furnished by you”. 
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Exhibit, No. 2 Fo . 
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DR ESP 
ENGI borloG omtvi Cao Li ten 


St. John's Newfoundlend 


Septezver 1st, 1970 


eubdstitution Lor the éxisi HIM Septeubery 70%» 
1SJC, letter — 


Ir. John C. Doyle 
Canadian Jevelin Limited 
1006 Bronson Avenue 
Ottawa 4, Ontario 


Dear Tir Doyle, 


We are advised by thebovernment of Newfoundlend dnd Labrador 
of your company's interest in obtaining the forczer 3.0.4, builcingd on the 
Harmon Complex et Stephenville enQ of the Governnent's position that en 
arrangenent be made with us to cover expenditures wnich have been made by us 
and by our associates and to secure our egreenent to withdraw from negotiations 
with the Governwent for the acquisition of these buildings. 


We and our associates have, as you know, alreédy completed and 
engineering layout and hotel design and have convinced the Government that 
our plens for use of the buildings at Harmon are practicel end in line with 
normal development policy. 


This will confirm the understanding reached with you and with 
other representatives of your company that we agree to accept $540,000 as 
reimbursment for ell our expens2s and compensation for services rendered in 
connection with the plans for these two buildings. 


ao 

his ¢ sin, fald and complete peyment for ell work performed to 
date as well as for our agreement to withdraw fron negotiations with the Govern- 
ment concerning these buildings. We warrant that all amounts cue and owing to 
our associates in connection with this project have been or will be fully paid 
in cash by us and thet Cenadien Javelin Limited shéll not be recuired to meke 
any paynents other than the eforesaid @nount to be peid to megineering Services 
Linited. 


As part of this agreexent we shall turn over to Cenadian Javelin 
Linited all design vork and engineering modifications of these buildings witnout 
further erst to Canadian Javelin. “e have edvised the Governcent of our egreenent 
: : \ 
with you in this respect. tt 


In lieu of the anmount’af $540,000 céesh, esf acreed, we are pre- 
pared to accept 49,000 sheres of the(stock of Cenédian Jevelir Limited. We 
will receive such stock subject to the terms of én investzert letter to be 
prepared by your counsel and sudject further to tne undertéexing of your corpery 
to use its best efforts to register the sheres witn the United States Securities 
kxchange Commission. 


Will you kindly advise us that the foregoirg is in accordance 
with our mutual agreement. 


Yours tzuly, 
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ENGINEERING SERVICES LIMITED 
CONSULTANTS 


BLOG, 612 PLEASANTVILLE 


Se ge fe ~ ST. JOHN'S 
sty NEWFOUNDLAND 


P O DOX S64 


September 30, 197v. 


Mr. John C. Doyle, 
Canadian Javelin Limited, 
100 Bronson Avenue, 
Ottawa 4, Ontario. 


Dear Mr. Doyle: 


Since receipt of your letter of July 3lst., 1970, sevcral 
personal and telephone conversations have been held with you and 
other representatives ot your Company regarding the form in which 
payment is to be made for work done by and on behalf of our clients 
who were previously involved in the design and conversion of 
Buildings 300 and 361 on the Harmon Complex at Stephenville, 
Newfoundland. 


As are t of the mutual agreement reached during these 
conversations we herewith onclose our invoicé in the amount or 
$540,Q00°.00. However, agreed inhib fo we are pre pared to 
sesegt tay thas t Canadian velin limited, in full cand 

ee eet eone ae 6r all work pee to daté and alj-services 
provided by this Company on_pbelfalf of Canadian Javelin Limited 
or Javelin,®Waper—Corporation Limited, 


We avaib formal sontirdation-by you: ofthis-sgreement. 


” 


Yours very truly, 


ENGINEERING SERVICES LIMITED 


fh AE y 


a.R. Frost, 
President. 


ARF smbb 
Encl. 


ZBHeosI 4 


EN 
GINEERING - - DESIGN - - ESTIMATING - - INSPECTIONS 


| : ; va, or 
ay Aso | pet eeoaaaiin®, 
va ARG Vom re 
| Ram ko ae yore cred edd TOVEL AVIS 
cca er ne gman eis ada 30) | 


ENGINEERING SERVICES LIMITED 
CONSULTANTS 


—€726-09011 BLOG, B12 PLEASANTVILLE 
»-NG ADORESS ST. JOHN'S 
©, BOX 564 NEWFOUNDLAND 


August 11, 1970, 
Confidential: 


Mr, John C, Boyle, 

Prosident, 

Javelin Paper Corporation Ltd., 
1115 Shorbrooke Stroot West, 
Montreal 110, 

Quebec, 


Dear Mr, Doyle:- 


Thank you for the information contained in your 
lettor of July 3lst, 1970, 


I feel sure that satisfactory arrangements can 
be negotiated for our Stephenville subsidiary company = 
Etgineoring Projects Ltd, -,to carry out the work at Harmon, 
To this ond it would bo appreciated if all future 
correspondence could be marked "Personal" and "Confidential" 
and addressed to me cafe ~ Engineering Projects Ltd., 
P.O, Box 532, St, John's, Nfld, 


Yours vory truly, 


A.R, Frost, 
Presidont, 


ARF /aet 


ENGINEERING - - DESIGN - - ESTIMATING -—- - INSPECTIONS 24, py 


= vee 


ween ee 


Py alsg' Soe pn es Visite 
Denury PAinicter of Economic Development 
Conreseration Etutlding 

St. Jon's, Neviounaland 


os 


Exhibit No. SL ica ee 
Tis nry- 14 


Dear Al: 


Ye have agrees to revice the Cagincering Serviccs 
transe clion in a form whici will eliminate tins rollowing cocumanis 


ie ae 20/70 Letter Frost to Canadian 
: Javelin 
2. Maloy So Lecter Doyle to pace 
3, Septesca/7d Lectar Frost to Cisyle with 
$540,930. invoice. 


4, Oct. 12/70 Letter Frost to Doyle 


v.ould you return the criginals and/or all copies of 
the e5ove Ictters in your riles to mc. 


Tenclosea a copy oF tha first draft of tha listing apr 
{estion to the American Stock & xehan oa whoten iachincs thw bis ane of ve 


Ensirecring Services snares for your Inforniittona. 


Ycurcs touly, 


JOHN GC, DOYLE 
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| {his is the letter I talked to you avout over tre PrONe « 
lease heve it typed on In; Services letterhecd and forwarded 
o 


John C. Doyle 

| Javelin Paper Corroration ii:zited 

| 1115 Snerbrook Street West 
Montreal 110, Quetec 


Also, have. the envelore verked "PERSONAL AND CONFIDEVTIAL." 
It chould be sigmed es the previous ones weres 


Incineering Services Linined 


| 
| 
| A. R. Frost 
President 
: 1 ea : ys 
vbope tnbarte the rdeed OPS Peseees Leese ene Sr eee fawyers coses up 
ith a new idea of the wording required. (I hope you typewriter works 
etter than this one.) This letest effort comes from the Washington 
awyers who deal with the SEC. I have discussed it with them over the 
‘phone and this is what they wart so I suppose we might as well give it 
o then. I also have had to get another letter sigmed by the Prewier 
laying the ground work for this one. (ne sentence, or rather paragraph, 
f the Premier's letter reads; | 


“When and if an agreement is reached between you and Ingineering Services 
linited,izxrsuzkely please so infora the Government so that it may be free 
‘to negotiate terms for the purchase and conversion of the buildings by 


| Canedian Javelin Limited." 


Hope everything is going well with you and that your eye trouole has 
Cleared up. Keep in touch. 


{~ 


\ 


CHAPTER VIII 


CURRENT FINANCIAL SITUATION 


Mr. Robert, the receiver-manager, assumed con- 
trol of Javelin on April 7, 1982. The Court Order autho- 
rized him to retain the accounting services of Touche 
Ross & Coe He met with a Touche Ross representative the 
following morning and they went to the Javelin offices. 


Operating Expenses 


Considering the nature of its revenues 
Javelin's "Administrative and General” expenses were un- 
duly high. In 1981 these were $3.2 million. 


Javelin maintained offices in St. John's and in 
Montreal. Mr. Robert closed the St. John's office and 
greatly reduced the Montreal premises. Mr. Balestreri was 
removed as President, but since his contract of employ- 
ment for 10 years from 19/76 is still current he remains 
on the payroll. Other officers were also removed but 
some continued on a part-time basis at half salary. In 
April of 1982 Javelin had forty employees. It now has 
seven, including executives, which Mr- Robert thought 
more than enough. 


The telephone and telex account was approxima- 
tely _$250,000 including the Pavonia account, “‘of-some 
$100,000, which was being charged to Javelin. Mr. Robert 
estimated these services in 1983 would cost $5,/00. 
There was an annual expenditure for travel by Mr. Doyle, 
company officers, and counsel representing the company of 
$250,000. Lawyers as well as officers had Javelin credit 
cards which they used for aircraft tickets, hotels, etc. 
Mre Robert withdrew these cards. Some $2,000,000 had 
been spent in legal fees, mostly arising out of share- 
holders' suits in the United States. Legal fees on suits 
brought against the Commission and the Inspector by Mr. 
Doyle and company officials were being paid by Javelin. 
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According to Mr- Robert, fees of counsel representing Mr. 
Smallwood and Mr. Balestreri were also being paid by 
Javelin. 


Cash Flow 


Javelin's gross revenues were quite substan- 
tial. In 1981 Javelin received $10.25 million in royal- 
ties from the Wabush Mines; $269,000 in dividends from 
Knoll Lake; and payments arising from the sale of the 
company's interests in Wabush Lake Railway Company and 
Wabush Iron Company of $1.3 million. 


However, this income is reduced by tax and 
royalty expensee The Wabush Mine royalty is subject to a 
20 per cent tax to the Province of Newfoundland under the 
Minine and lineral.\tax Act, 1975."in Pb9Sithis’$2 million 
was deducted at source by Wabush Mines and paid directly 
to the province. This arrangement continues at present. 
Javelin as a sublessee of Knoll Lake is required to pay 
the latter a royalty of 32¢ a ton of ore mined, which in 
1981 amounted to $1.4 million. 


A very substantial drain on revenues resulted 
from a Pavonia loan. In 1978 Pavonia borrowed $6 million 
from the Banque Nationale de Paris in Panamae The loan 
was secured by Pavonia's Republic of Panama bonds and 
also by an assignment to Pavonia of the Wabush royalties, 
net of the tax, and royalties accruing to Knoll Lake. 
This assignment was later amended to allow other assign- 
ments of part of the royalty revenue- Thus in 1981 the 
sum of $1.7 million was deducted by Wabush Mines and paid 
to Canada Permanent Trust (Trustee to receive payments 
from Wabush) which remitted to Banque Nationale de Paris. 


Javelin was in arrears of corporate income tax. 
In 1979 the company entered into an agreement to pay 
Revenue Canada $1.3 million in each of the years 19/9 and 
1980; $1.6 million from 1981 to 1983. This was also 
deducted from the Wabush royalty entitlement and paid 
directly to Revenue Canada. After 1983 the tax arrears 
payment increases to $1.9 million. 
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Mre Robert testified that the income from the 
proceeds of the sales of Javelin's interest in the Wabush 
Lake Railway and Wabush Iron was similarly assigned. In 
1979 Mr. Doyle owed some $2 million in income tax arrears 
to Revenue Canada. An agreement was entered into by which 
$500,000 annually was paid directly to Revenue Canada. 
In 1981 this was paid to Revenue Canada and the balance 
of the Javelin-Wabush Iron contract payment, $800,000, 
was paid to Pavonia under an assignment agreement. 


Under the suspension of contracts and payments 
provision of the Court Order appointing him as receiver- 
manager, Mr. Robert suspended payments to Pavonia and to 
Banque Nationale de Paris. He also stopped payment to 
Revenue Canada with respect to Mr. Doyle's tax arrears. 


Mre- Doyle was receiving payments of $209,000 
annually as consultant to Javelin which was paid to 
Javelin Export. Mr. Robert suspended this payment also. 


Javelin had issued $500,000 in debentures to a 
Panamanian corporation, Pole Investments Ltd., plus share 
warrants. The interest provided for in these debentures 
was 3 per cent above the London Inter Bank Rate, in 1982 
about 21 per cent. Javelin had been paying about $100,000 
annually to meet this interest. Mr. Robert was unable to 
“determine with certainty who are the principals of Pole 
and secondly, if the Company received adequate consider- 
ation for the issuance of those debentures.” He suspended 
payments to Pole. 


Mr. Robert estimated that suspension of all of 
these disbursements reduced Javelin's outflow by “close 
CO oem) ons 


Difficulties Regarding Control 
of Javelin Subsidiaries 


Mr.e Robert testified that he had been able to 
assume control of North American Javelin subsidiaries 
Save for Bison Petroleum & Minerals Limited. As previous- 


ly noted, control of this company was still subject to 
litigation. 
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Mre Robert's major problem was to bring Pavonia 
under Javelin management. Javelin originally held direct- 
ly 100 per cent of the shares of Pavonia. After the 1977 
Javelin-Pavonia reorganization Javelin directly held 89 
per cent of the sharese The other 11 per cent was held 
by Pavonia subsidiaries: Javelin Export Ltd., Javelin 
International Panama S.A., and Minas San Cristobal. 


There was little information at Javelin's 
Montreal office respecting Pavoniae There were no share 
certificates or other corporate documents which would 
show Javelin ownershipe There was no record of who were 
Pavonia officers or Directors; no record of Board of 
Directors’ or shareholders’ meetings, not a "single docu- 
ment". However Mr. Robert obtained from Javelin's former 
Montreal auditors a photocopy of a share certificate is- 
sued by Pavonia to Javelin in 19/7/. The certificate was 
Signed by Eduardo Alfaro, Pavonia's Panama lawyer and his 
associate Alejandro Ferrer. 


Shortly after Mr. Robert assumed his duties as 
receiver-manager on April 7, 1982, he attempted to secure 
control of the “Republic “of “Panama “Bonds ‘issued ~ to 
Pavoniae These had a face value of some $15 million at 
that time. However Javelin was just a shareholder of 
Pavonia; power resided in the Pavonia Board of Directors. 
To assume control it would be necessary to call a share- 
holders’ meeting in Panama and elect a new Board. Mr. 
Robert retained a legal firm in Panama and investigated 
the possibility of seizing the bonds held by the Banque 
Nationale de Paris in Panama as collateral for the 
Pavonia loane To make a seizure would require a deposit 
of 30 per cent of the value of the bonds, some $5 million 
in cashe Javelin didn't have the cashe Mre Robert wrote 
to the Banque Nationale de Paris asking them not to dis- 
pose of the bonds without his consent. The bank would 
provide no information or cooperation to a shareholder 
who was not either a Director or officer of Pavonia. 
They would not accede to his request not to dispose of 
the bonds. 


Mr. Robert had a list, of persons whom he 
thought might be the Directors of Pavoniae He wrote to 
them asking them to call a meeting of shareholders. He 


= pa 


also asked for access to the accounting and corporate 
records of the company and asked the Directors not to 
dispose of the bonds without his “express authorization.” 


Mre Tore Korch of Panama was a Director of 
Javelin and a member of the executive committee in 
February 1982. In a Javelin Notice of Annual Meeting for 
June 7, 1979, Mre Korch was shown as President of 
Pavoniae Mre Robert's letter to the Pavonia Directors 
addressed him as President. He then telexed Mr. Korch 
asking for a meeting in Panamae Mr. Korch replied asking 
for details of matters Mr. Robert wished to discuss. Mr. 
Robert telexed that he wanted information about Pavonia 
records, the bonds, etce, and a meeting was arranged at 
the Pavonia offices for July 27, 1982. Pavonia's address 
is 33 Avenida Federico Boyd, Panamae The address is also 
used by Pavonia subsidiaries and appears on many exhibits 
relating to the transactions covered in earlier chapters. 
Mre Doyle wrote to the Chairman of the Commission from 
this address in June of 1982. 


Mre Robert, an accountant from Touche Ross, and 
a lawyer they had retained in Panama arrived on schedule 
at 33 Avenida Federico Boyd, an apartment building. They 
found no name plate or other reference to Pavoniae How- 
ever the legal firm of Alfaro, Ferrer y Ramirez occupied 
a suite in the building and directed them to a small of- 
ficee Here they met Mr. Peter LaRush, Vice-President of 
Engineering of Pavonia. 


Mre LaRush said that Mr. Korch was in the 
United States and could not meet with them. They asked 
to see Mre lLabrut whom they knew to be Secretary- 


Treasurere Mr. Labrut was also not available. They 
asked if they could see Pavonia accounting and corporate 
records. Mre LaRush went to Mr. Alfaro, Pavonia's 


lawyer, to ask if this could be arranged. He returned to 


say that Mre Robert was not authorized to see Pavonia 
records. 


Mr. Robert remained in Panama to start court 
proceedings seeking access to Pavonia records and an 
order calling a meeting of shareholders. In default of 
share certificates he filed documents authenticated by 
the Panamanian Consul in Montreal establishing his status 
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as receiver-manager of Javelin. The action is proceeding. 
Mr. Robert didn't seem optimistic as to progress. 


Mr. Robert visited the Banque Nationale de 
Paris to see what he could find out about the Republic of 
Panama Bondse The bank could not be of assistance; by 
law they have "very strict obligations as to secrecy”. 


Mre Robert filed as Exhibit A-/78 a financial 
statement for Pavonia for the years 1980 and 1981. This 
statement was submitted to and adopted by the Board of 
Directors of Javelin at a meeting held on March 27, 1982. 
The statement showed a current liability to Javelin of 
$3,404,338. Later Javelin received a letter dated April 
8, 1982 from Mr. Pierre Labrut signed as Secretary- 
Treasurer of Pavonia. This letter stated that the 
advance to Pavonia from Javelin as shown in the 1981 
financial statement had to be adjusted. Mr. Labrut 
claimed that rather than Pavonia owing $3.4 million to 
Javelin, Javelin owed $1l./ million to Pavonia. It was 
this letter that identified Mr. Labrut to Mr. Robert as 
Secretary-Treasurer of Pavonia and led him to ask to 
speak with him while he was in Panama. 


Mr. Robert heard nothing more from Mr. Korch or 
other Pavonia people after he returned from Panamae How- 
ever on August 5, 1982 Mr. Labrut wrote to thé receiver- 
managers This letter entered as Exhibit A-86 on the Com- 
mission's record clearly illustrates major problems for 
Javelin shareholders and is appended to this chapter. 
The letter states that Pavonia "was forced to sell a part 
of its Panamanian Bonas Mineria holdings at then market 
value or 65 per cent of Par value” for a capital loss of 
$5.4 million. There is not sufficient information to 
determine whether the claimed loss is entirely attribut-— 
able to the difference in the face value of the interest 
rate on the bonds and the prevailing rates at the time of 
their sale. Pavonia claimed $30 million from Javelin for 
debts owing to and damages suffered by Pavonia- It is 
evident from these claims and the tone of the letter that 
Pavonia can be expected to contest Mre Robert's efforts 
to assume management control of the company with all 
vigor. 
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Tax Problems with Newfoundland and Canada 


Mr. Robert discussed in general outline a num 
ber of larger Javelin tax problems that are now being 
contested. The outcome of negotiations and litigation 
with respect to these tax claims will have a great impact 
upon Javelin in both the near and the long terme These 
tax matters are as follows: 


ee The Mining and Mineral Rights Tax Act of 1975 


requires that Javelin pay a 20 “per cent "tax “to tne 
Province of Newfoundland on the royalties earned from 
Wabush Mines. In turn Javelin deducts and pays to New- 
foundland 20 per cent of the royalties which it pays an- 
nually to Knoll Lake. 


Javelin may claim expenses required to produce 
these royalties such as the royalties paid to Knoll Lake, 
administrative and professional expenses, etce From 19/5 
to 1980 the company also claimed pre-production expenses 
incurred between 1953 and 1963 which amounted to $29 mil- 
lion. In 1981 Newfoundland amended the Act to provide 
that only expenses incurred during the taxation year were 
deductible. The amendment was made retroactive to 19/5. 


Javelin contested the constitutional validity 
of the Mininge™ Act, and” an 1982, ‘the ‘Supreme = Court. 
Canada ruled that the legislation was valid and that the 
tax was an income tax. Secondly, Javelin contested the 
right of Newfoundland to create a retroactive tax liabi- 
lity by the 1981 amendment. This litigation is before 
the courts. 
ap Newfoundland enacted the Escalation Tax Act in 
1959. This provides for an incremental tax if the price 
of the ore exceeds $11.70 a ton. The price began to ex— 
Ceed “Chat price i elo fovcor © L975. Newfoundland sued 
Javelin for this tax for the years 1976-78 and recovered 
judgment in the amount of $2.6 million. Javelin's appeal 
of this decision is pending. Newfoundland has also filed 
Suit on its assessments for 1979-81 for $4.8 million and 
has claimed escalation tax for 1982 of $1 million. As of 
December 1982 the escalation tax exposure approximated $9 
million. 
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ae Javelin is also contesting a per acre tax im- 
posed on the Nalco property, but Mr. Robert gave no indi- 
cation of the amount of tax involved. 


4, Revenue Canada has reassessed Javelin for the 
years 1974-81. The assessments for 1974-79 are now being 
litigated in the Federal Court. Assessments for 1980-81 
are also contested but not yet before the Court. 


thewtiret question eoncerns the, taxability. of 
the proceeds of the sale of Javelin's shares in Wabush 
Railway and Wabush Irone Javelin maintains that this is 
a capital gain which is non-taxable. Revenue Canada takes 
the position that since the payments are calculated with 
relation to the tonnage shipped from the mine that it is 
revenuee There is still $15 million of the purchase price 
to come. Mre Robert described the impact, if Revenue 
Canada succeeds, as "fantastic" with respect to both past 
and future Javelin finances. 


ae Javelin claims that any payments to Newfound- 
land under the Mining and Mineral Rights Tax Act and the 
Escalation Tax Act are deductible expenses. Revenue 
Canada maintains that since these are royalties payable 
to a province they are not deductible- Again the amount 
involved is considerable particularly if Newfoundland 
succeeds with its claim for $9 million in tax arrears. 


6. Javelin is also at odds with Revenue Canada 
over the Wabush Lake pre-production expenses of $29 mil- 
lion. , Revenue Canada will allow only $5 million as pre- 
production expenses. The question involves the portion 
of the $29 million that is exploration expense. 


La Prior to 1974 depletion allowances could be 
calculated on the gross amount. In 1974 an amendment 
required calculation of depletion allowance on the net 
amount Javelin's depletion allowance was calculated 


before 1974 on the net amount, not the gross amount. 
Javelin is claiming the larger depletion allowance. Mr. 
Robert estimated that there was $1 million at stake on 
this item. 


- 88 - 


8. Some years ago, the Bonime case, a derivative 
shareholders’ suit in the U.S. against Mr- Doyle, Javelin 
and others was settled for $1.3 million. Javelin deducted 
this as an expense. Revenue Canada charged it back as a 
capital expenditure, and took the same position with 
regard to legal fees incurred on this and other suits. 
The legal fees amounted to $1.6 million. 


9. Revenue Canada claims "withholding" tax that it 
says Javelin should have deducted from payments made to 
non-residents, Mre Doyle, Mre Hubert Ducharme and Mr. 
Maurice Lachmann over a number of yearse The claim totals 
about $172,000 according to Mr. Robert. 


iO The Province of Quebec followed the Federal 
Government and issued reassessments against Javelin for 
1975-79 seeking an additional $1.2 million. Mr. Robert 
expects these reassessments will be settled on the same 
basis as those of Revenue Canadae Quebec has also asses-— 
sed Javelin for arrears of capital tax in the amount of 
$1.2 million. Mr. Robert began making payments to Quebec 
under these assessments in August of 1982, at the rate of 
$200,000 a quarter. 
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Panama, August 5, 1982 


arte ut | 


Ip RCo 
evened pel, 
ee 


Mr. Miche] Robert, Q.C. ne: 
Receiver-Manager 

Javelin International Ltd 
1115 Sherbrooke St. West 
Suite 2900 

MONTREAL (Quebec) H3A 1H5 
CANADA 


Dear Mr. Robert: 


The management of Pavonia has reviewed its affairs recently. 
The review has made it apparent that the failure by Javelin 
to become intormed, to pay its obligations, and to consult 
with its related companies, promptly after the events of 1982 
affecting Javelin's management, has directly caused a material 
and significant deterioration in Pavonia's net assets. 


We are enclosing for your consideration a copy of the Canadian 
Government's principles of International Business Conduct. 

You will find, if you substitute the Republic of Panama for 
Canada in reading these principles, that consideration of the 
status and responsibilities of foreign subsidiaries differ 
considerably from your acts in the management of Javelin's affairs. 


This letter is a demand made upon Javelin International Ltd. 
We wish to point out that the fundamental claim of which you 
were made dware of several months ago, by Pavonia against 
Javelin, was material and substantial. No response or 
acknowledgement of receipt has been received from you to date. 
Pavonia, due to your unilateral failure to even communicate 
in respect of the inter-company claims or acknowledge receipot 
of the claim, has been unable to complete and vorepare its 
financial statements, and may be forced to take other action. 


We further point out that Javelin had conducted its accounting 


practices in a manner, in the past, that was based on a 
Canadian convenience that was in aid of Javelin in its tux 


pepe 


vite 


Puy Cle ee 


problems. This fact, which would have been discerned by 
fiscally responsible persons, eventually caused Javelin 
great embarrassment and, in fact, was partially responsible 
for your appointment as Receiver-Manager in April of this 
year. 


The company has been accused before the Courts of Canada of 
hemorrhaging funds to Panama. Any reasonable examination 
of the facts, figures, and accounts, would demonstrate to 
you that‘this allegation is totally untrue. 


There rested a responsibility on the management of Javelin 

in the appearances before the Court of Justice Rothman, to 
have refuted this untrue and malicious ailegation. This 

was not done and the results have been clearly disastrous 

to the sharenolders of Javelin. This information was 
available from independent auditors, other than the company's 
chartered accountants. The Board of Directors of Pavonia 
appear to have been erroneously judged to have participated 
in the improper draining of Javelin's funds to Panama when, 
in fact, the reverse was true. 


It is shocking that no disclosure of this fact has been 
made. It appears to have not been understood that Javelin's 
only banking relationsnip and lines of credit, for over 15 
years, has been through the Banque Nationale de Paris 
(Panama), its affiliates, and other Panamanian financial 
institutions. An examination and comparison of Canadian 

vs Panamanian interest rates demonstrate that the cost of 
money to the Javelin group had been substantially less than 
had the credits and loans been made in Canada by Javelin. 
This saving has represented maior sums of money and savings 
of millions of dollars. 


A detailed schedule and.description of the amounts claimed 
by Pavonia, S.A., as owed by Javelin to Pavonia, S.A., is 
attached. +This schedule includes amounts to May 31, 1982 

of $4,296; 977053-U.S.-Pundss “An amount of 7Ssl1igis 00 Des. 
Funds representing a payment made by Pavonia on June 7, 1982, 
as Guarantor of Javelin International Ltd's interest bearing 
debentures issued September 24, 1980, consisting of defaulted 
interest, interest on overdue interest, principal amount, 
leyal and coliection fees, should be added to the sums due 
by Javelin to Pavonia; S.A.;7-in the total -anount of 
$4,808,390.53./4.T0 these fees, cost of acquisition of 
dollars, by the lending Bank (Banco Fiduciario) legal 
expenses must be added in the amount of $41,500.00 U.~S. 


ree ae 
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This cost is related to the $2,000,000.00 U.S. loan negotiated 
at the instance of Javelin International Ltd, by Pavonia, S.A., 
and which was understood would in the major part be funded by 
Javelin. This loan was considered as an integral part of the 
previous unpaid B.N.P. (Panama) loan balance, having as of 
April 25, 1982, a :balance due of $2,450,000.00 U.S.» Punds, 

plus unpaid interest charges that were payable April 2z5, 1982, 
an the amount of $114,000.00 U.S. or, together, $2),564, 000.00 
U.S. The original loan was transferred from the B.N.P. (Panama) 
to the Banco Fiduciario of Panama as a part of the negotiations. 
The amount of (related Pavonia, S.A., legal costs) $41,500.00 
U.S. added to the $4,808,390.53 previous total increases the 
total amount to $4,849,890.53 due to Pavonia from Javelin 
International. 


The derault by Javelin International Ltd., (re: the B.N.P. 
Panama loan) was caused by non-payment of the April 25, 1982, 
installment due on principal, and the April 25, 1982 accumu- 
lated interest due of $114,000.00 under the loan aureement. 
The 10oan became immediately payable due to the default. 
Pavonia, S.A., as guarantor, was forced to sell a part of 

its Panamanian Bonos Mineria holdings at then market value 
or 65% of Par value. Pavonia, S.A.'s Bonds were valucd by 
law, in its accounts (when the entire Bond issue was neld), 
ato io oy 5,000. 00U.S 0 UPavonia, 2t..1s) apparent. could not 
have met the next. payment tnat would have become duc July 25, 
iso2, Of “over >9700;,000.00 U.S. from its own resources. These 
facts decided the Board to take action. 


The result of the torced Bond sale was an immediate capital 
LOSS OV IPAVON LA, so oA) sOL: $5,384, 750..00. Should the contracts 
and undertakings between Pavonia and Javelin not have heen 
unilaterally and imprudently breached, this loss would not 

have occurred. Javelin thus caused Pavonia, S.A., this loss. 
Tnerefore, to the amount of $4,849,890.53, the capitai loss 

to Pavonia must be added, for a revised total or $4,649,¢90.53 
tome 37 Gny OU. 00 Ulo.) 520,294, 6040..53 U.S, Funde due 
Pavonia, S$.A.,. should its Capital and Bond Holdings have not 
been impaired, and reduced by Javelin's unilateral (without 
reasonable notice) imprudent failure to carry out its under- 
takings, would have zeceived in the 12 and 3/4 years cemaining 
to the maturity of the disposed (sold) Panamanian Lonos Mineria, 
Se ree OO EL) | Se Puvonia wis deprived of the return of its 
Capital plus the £f£uluce tax free interest income, of approxi- 
mately $9,908,100.00 U.S. Funds. This is an additional loss 

ot Pavoniae, S.A., attributable to Javelin. 


Puvenia; becuuse of Lhe probuble redistribution of Bomds aites 
sale, faces an uncertuin and unknown schedule of the reruin o1 
its remeining Bond capital (the Bonds are redeemable by vrier 


OL purchuse peior to cach redemplion period).  ‘VWhereiors, 


e TGs a 


Pavonia has been made uncertain as to its future capital 

and income position. This has caused the company 4s a matter 
of prudence to steps to terminate valuable mineral rights — 
an@ exploration projects, in which the company had made major 
investments after their naving been approved and assured by 
Javelin that Pavonia's mineral activities and financial 
resources would not be impaired by its advances to Javelin. 


The exploration and mineral developments that 

will necessariiy have to be abandoned, written 

off, or otherwise be subject to disposal are: 
Costs 


Artena - Ethiopia Mineral Rights $4,644,837.25 U.S. 


Uruguay & Bolivia Mineral 


Projects (097/038 “2420 po. 
Moramulca & San Marcos Mineral 

Rights, Honduras Le70 Pa POO? 19) eros 
Minas San Cristobal and Pavonia 

Coe neG ounce Gl. SeevaGoL 3, 503-7473 eons: 
Miscellaneous cna A: Ieee Cente et 
SOT Miss Coy oe) PES osu S 


Pavonia, S.A.'sS business situation has further deteriorated 

in that key employees, whose morale has seriously deteriorated, 
due to the mistreatment of retirees and employees by the 
Receiver-Manager of Javelin, have within their rights demanded 
severance pay and pensions to which they are entitled from 

the company. Mr. J. C. Doyie, due to the unexpected impairment 
of Pavonia's securities portfolio, demanded imnediate payment. 
The El Salvador mining operations probable closure, accompa- 
nying costs and the termination payments required to be made 

to its 375 employees, is an additional major financial burden. 
The uncertainty of the past months caused by the failure to 
consult with Pavonia by Javelin's administrators, have precipi- 
Lated these events that have had a sericus adverse financial 
Ld On. Pavoni ay wresu. 


Puvonia, S.A., demands that tne accumulated losses caused by 
Javelin's kauilure lo wake paymenls due to lenders, Javcelin's 
Puilure lo observe its agreoments with Pauvonia, and the financial 
fusses cCuused lo Puvonia by Javelin and ils udminisliator 
Eepaid LO Travoni rs. 


eal W.05 


Me ee 
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Pua 2 


SUMMsa 2 


Pavonia incurred direct financial losses due to the failure of 
Javelin International Ltd. to pay its commitments on April 25, 
1982. ‘This, together with ‘the other accounts outlined, amount 
to $10,234,640.53. Pavonia further sutfered losses of 
$9,927,115.93 arising as a result of the necessity of abandoning 
Or writing off its investments and advances to subsidiaries 
involved in the exploration, development and exploitation of 
the company's mineral properties. These projects and investments 
were iInade upon approval and assurances from Javelin. These 
losses of Pavonia thus amount to a total of $20,161,756.46 U.S. 
Funds. 


To the above amount, should be added $9,908,100.00 U.S. Funds 
that arise from the loss to Pavonia of future tax free bond 
income, and loss of business opportunities, raising Pavonia's 
claim against Javelin to a total of $30,069,856.46 U.S. Funds 
But snoct Mamited to this anount. 


It snould also be noted that the funds allegedly invested by 
Javelin in Pavonia, S.A., were not funds of Canadian investors. 
The investors were not Canadians nor Americans. The records 
show that these investments were raised in Panama or through 
Panamanian financial institutions not Canadian. 


Pavonia, S.A., realizes that under the present circumstances 
Javelin may not be able to make immediate payment and, there- 
fore, under reasonable arrangements, is prepared to accept 
extended payments. 


Pavonia, S.A., by this document makes demand on Javelin lor 
payment; however, this claim is not limited to application 
against the company, but is to be construed as a claim against 
the Receiver-Manager of.Javelin International Ltd. 


Board of Directors 
PAVONIA, S.A. 


secrelary-lVreasurec, 


eee Ld t?*. 
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A - SCHEDULE - ALL IN U.S. $ FUNDS 


Balance due Pavonia as of Marcn 31, 1982 


Pavonia charges to Javeiin for April 1982 


Pavonia charges to Javelin for May 1982 
Loan repayment for Javelin by Pavonia 


Interest paid re: default payment 
(Apr tb 9 32) 


Interest until loan retirement 


Penalties, stamps, authentications 
re: loans 


Interest not charyed on loans 1978-1981 


Interest not charyea on loans as of 
January 297) L982 


TOTALVAS OF "MAY 531, “Lye 2: 


BALANCE DUE PAVONIA AS OF MAY 31, 1982: 


ST 7S Peri ic Naw as) 
23905705 
T2674 oe 


Pee | ONY ef MAMI? 


00. OL 


PG Dee he Beh OM 


97004. 54 


VLG WA Gib 72 


143,692.68 


92 per Ga ts 
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Be= SCHEDULE = (ALL IN U.S..-$.fUNDS 


From A - SCHEDULE $ 4, 


Principal interest, legal collection fees 
re: Javelin Debentures guaranteed by Pavonia 


Legal fees re: negotiations 


Capital loss on forced bond sale ce 
Loss of tax-free interest income 9; 
Write-off loss re: mineral properties oly 


Total claiin to date Sa 0n 


290707 | 


De as 


41,500. 


Lo SA oy 6 


908.100. 


IP a haps Ne 


53 


00 


00 


00 


- 46 
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C - SCHEDULE - ALL IN U.S. $ FUNDS 


—_— SS ee 


Inter-company balance favor of Pavonia 12/31/76 $1,767,888.89 
Reversal of interest charge 1978 (L437 61.5. 00) 
Interest charge 4th Qtr 1977 LOU 75602 
New balance 12/31/78 L pl toy OOS eae 
Partial interest charge 1978 403,385.25 
Net Javelin charges 1979 Cle d2se43 0). Gen 
New balance 12/31/79 pe Boy ey ay Paes: 
Partial interest charge 1979 Fist Bigeye 8 ioc ss 
Net Javelin charges 1980 VL Pl ee Poe) 
Wew balance 12/31/80 PIter ole G 
Partial intecest: charge 1930 G46 50.1 L 
Net Javelin charges 1981 (2,245,708.97) 
New balance 12/51/81 (1,467, 20757 
Partial interest 1981 525%) G80. ce 
New balance 12/31/81 (939,761.38) 
Revetval oly ArbitralscuvAward (letter 5/6/62) 2, G305 013.60 
Ajusted balance 12/3i,'31 i, 690,291.68 
Net Juveline chiuvgqes: Lat pireug2 ( Sires GSO). bo) 
Partial Interest 198z LEB. 562.05 


BALANCE DUE PAVONIA 3/31/82 PR Lea, ees 


CHAPTER IX 


CONCLUSIONS AND RECOMMENDATIONS 


The allegations of the Inspector are set forth 
in full in Chapter I of this report. 


Briefly, the Inspector alleges that, 


(a) Javelin's payment of $4,000,000 (actually 
$3,000,000) in respect of the Southern Timber 
Concession; 


(b) Javelin's payment of $1,450,000 to Banque 
Romande; 


(c) Javelin's payment of $235,000 in respect of 
mining rights in El Salvador; 


(d) Javelin's payment of $370,000 for mining rights 
in Honduras; and 


(e) Javelin's issue of 49,000 shares ($540,000) for 
engineering and design work related to the pur- 
chase of buildings in Stephenville, Newfound- 
land, were "frauds perpetrated by Doyle and his 
accomplices against Javelin and its  share- 
holders.” 


The Commission has before it considerable evi- 
dence on the question of whether the Southern Timber 
Concession was in the words of the Inspector “worthless”. 
However, this is not the principal issue. 


The woodland was owned by the Province of New- 
foundland and was provided by the Province to the Melvil- 
le project. If there had been a previous concession which 
represented a cloud on the title, would not the Province 
have known all along by whom the concession was held? It 
is difficult to construe the four letters of grant as 
other than attempts to establish a claim on the woodlands 
which did not exist. 
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The initial payment of $1,997,500 to Société 
Transhipping corresponds exactly to deposits made on be- 
half of Mr. Doyle to Javelin's account in settlement of 
his indebtedness to Javelin. The balance of $2,000,000 
was to be paid in instalments. The instalments were ac~ 
celerated and a final settlement was paid to a Bahamian 
corporation, Pioneer Investments Ltd», in the amount of 
$1,025,000 after a series of exceedingly unusual and sus- 
picious negotiations and after the whole project had been 
taken over by the Provincee Neither witnesses nor counsel 
could inform the Commission as to~—the principals of 
Société Transhipping or Pioneer Investments Ltd. The 
Commission is of the opinion that this entire transaction 
was fraudulent. 


Banque Romande was paid a very substantial 
finder's fee. One would have thought that if Banque 
Romande had in fact earned $1,450,000 that there would 
have been substantial correspondence and documentation 
that could have been produced to illustrate its involve- 
ment in the financing of the linerboard projecte There 
were virtually nonee One would also have thought that 
all persons prominent in seeking to arrange investment in 
the project would have been aware of Banque Romande's as-— 
sistance to Javelin in some detail. None of the witnesses 
who appeared could tell the Commission anything specific 
or substantial about Banque Romande. It is the Commis-— 
Sion's opinion that Javelin received nothing in return 
for its payment to Banque Romande. 


The "Minas Los Encuentros" mining properties in 
El Salvador were leased by the owners to Mr. Wyatt Hegler 
as agent for Javelin on October 1/7, 1968 at the minimal 
rental terms one would expect for rights to explore and, 
if feasible, to develop a mining property. Mre Doyle 
instructed Mr. Hegler to assign this lease to a Panama- 
nian corporation. This corporation then assigned the 
lease to Javelin for $235,000. There was no explanation 
for this unusual transactione The Commission is of the 
opinion that it was fraudulent. 


Mre ReRe Woolridge was office manager of 
Engineering Services Limited in St. John's in 1970 and 
completely conversant with the business of the firme He 
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testified that the invoice in the amount of $540,000, in 
payment of which Javelin issued 49,000 shares, was 
“fictitious”. The shares were later returned to Javelin 
and cancelled. But the documentary evidence and the tes- 
timony of Mre Woolridge leave no doubt that this trans- 
action was fraudulent. 


The Commission makes no finding as to the alle- 
gation that Javelin paid $370,000 for mining rights in 
Honduras which were originally offered to Mr. Hegler for 
$24,000. This property was actually acquired by Javelin 
as part of a “package deal” which included properties in 
El Salvador. Although Mre Hegler defended a purchase 
price of $370,000 in his evidence, there is documentary 
evidence that the price of the El Salvador purchase was 
arbitrarily reduced and that of the Honduras purchase 
increased because the seller would be liable to tax in EL 
Salvador but not in Honduras, so that Javelin in fact 
paid $40,000 for the Honduras property. 


Thus the Commission finds that of the five spe- 
cific allegations of fraud made by the Inspector, four 
have been substantiated. This alone leads us in the words 
of Section 114(27) of the Canada Corporations Act “in the 
public interest" to "request the Minister to institute 
and maintain or settle proceedings in the name of the 
company whose affairs and management were the subject of 
the investigation and report", - Javelin International 
Limited. 


The Inspector's allegations arose from matters 
which occurred in the late 1960s and early 19/0s. The 
Commission is not confined to consideration of the evi- 
dence upon which the Inspector based his Statement of 
Evidence. The statute also directs us to consider “any 
further or other evidence or material submitted to the 
Commission." 


The evidence of Mre Michel Robert, QC., the 
receiver-manager, of what he learned of Javelin's affairs 
after he took control of the company on April 7, 1982 and 
his experience since then, is most relevant to this 
reporte 


ne 


At the time of Mr. Robert's appointment, Mr. 
Doyle, who was residing in Panama, held no office in 
Javelin other than as a consultant. However through his 
own shareholding and that which he controlled he was the 
dominant force in the Corporatione Executive management 
at Montreal seems to have been largely figurehead. There 
appears to have been no effective mechanism of control 
which protected the rights of minority shareholders. 
Whether it would have been reasonable to expect the Board 
of Directors to fulfill this function is an unanswered 
and troubling question to the Commission. But to have 
attempted to answer it would have taken the Commission 
well beyond its mandate under the old Canada Corporations 
Acte 


Chapter VIII has set forth in detail the 
receiver-manager's unsuccessful efforts to obtain control 
of Pavonia, S.eA., a Panamanian corporatione Javelin has 
instituted court proceedings in Panama seeking to obtain 
the books and records of the company and to require a 
shareholders' meeting. 


At the conclusion of the Statement of Evidence 
the Inspector submitted that the Commission recommend to 
the Minister that special legislation be enacted by 
Parliament suspending the Javelin Board of Directors and 
vesting all assets of the company in a trustee to be ap- 
pointed by the Minister. The trustee would have all 
powers to carry on the business affairs of Javelin but 
“only for the purpose of winding-up its affairs." The 
Inspector recommended that such a trustee should receive 
all revenues of the company and stop all payments to Mr. 
Doylee- He also recommended that the costs of this inves- 
tigation be charged to Javelin. 


The Statement was submitted to the Commission 
on January 26, 1982, some months before the appointment 
of a receiver-manager by the Quebec Superior Court. Mr. 
Robert for a term of two years from April 7, 1982 has 
“full power to carry on all the business affairs of 
Javelin” and was directed by the Court to suspend all 
payments, direct or indirect, to Mr. Doyle. 
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Mr. Robert's submission was not in agreement 
with the Inspector's recommendation. He argued that 
liquidation of the company could result in a waste of as- 
sets that the trustee should have a discretion to retain, 
particularly the Wabush Mine royalty rights and the con- 
tract of sale of Wabush Iron and Wabush Railway. As to 
costs he took the position that the Commission had no 
power to recommend the awarding of costs and that in any 
event the shareholders of Javelin should not have to pay 
for the actions of individuals. 


Mre Bourque, counsel for the Inspector, pressed 
the Commission to recommend to the Minister that trustee- 
ship be provided by Act of Parliament. He said that his 
submission did not ask for an immediate and “brutal” 
liquidation of Javelin but for an orderly winding-up of 
the company. He agreed that Javelin should not have to 
bear the costs of the investigation. He submitted that 
legislation providing for the appointment of a trustee 
should also provide for the cancellation of Mr. Doyle's 
shares of Javelin stock and impose the cost of the inves- 
tigation on Mr. Doyle. 


The Commission agrees with the Inspector that 
Javelin should continue in trusteeship. However an 
adequate and more flexible mechanism is available to ac~ 


complish this under the Canada Business Corporations Act, 


if the Minister does not now have this authority under 


Section 114(27) of the Canada Corporations Act. 


The Commission does not recommend that Parlia- 
ment should be asked to enact legislation for the purpose 
of cancelling shares or awarding costs in a case of this 
naturee 


Recommendations 


The Commission recommends that three trustees 
be appointed with full power over the assets and business 
affairs of Javelin, including power to sell or otherwise 
dispose of all Javelin assets. 
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Javelin has many problems which cannot be ex- 
pected to be resolved in a short time such as settlement 
of its tax matters and its litigation to regain *manage— 
ment control of Pavonia. The trustees should be appointed 
for an initial term of five years. 


However, Javelin is not an active entrepreneu- 
rial corporation, and in the opinion of the Commission is 
not likely to bee Its revenues consist almost entirely 
of payments from operations with which it is not associa- 
ted. The interests of the shareholders would best be 
served by an orderly winding up of the company. The 
trustees should seek to sell its assets and distribute 
the proceeds to the shareholders. In the event that 
reasonable prices cannot be obtained for certain proper- 
ties, trusteeship could be continued for the purpose of 
receiving and distributing the income from the proper- 
ties. However, any decision to retain assets should be 
taken in the light of the costs of continuing the 
trusteeship and distributing dividends to numerous share- 
holders. The trustees should have power to borrow as 
need be to protect the assets of the company. They should 
not require power to purchase new assets except as neces-— 
Sary to preserve present assets during the winding up 
processSe 


In the opinion of the Commission the trustees 
wills: face wamidiffticult stask- iingiretrievinegicontroly joe 
Pavoniae Litigation can be expected to be protracted, 
particularly if the intent of those now in control is not 
to seek a settlement of outstanding issues, but to retain 
Pavonia assets for as long as possible. The trustees 
should have all such assistance as Canadian authorities 
can provide to bring this matter to a conclusion in the 
Courts of the Republic of Panama. Until litigation is 
completed or the trustees otherwise gain control, and 
Javelin has a full accounting of the assets of Pavonia, 
Shares of Javelin held directly or indirectly by Mr. 
Doyle and persons now in control of the management of 
Pavonia, should be held by the trustees or the Court as 
security on behalf of the other shareholders of Javelin. 
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In addition, the Commission recommends that the 
Canadian Government should take action as soon as possi- 
ble with the Panamanian Government to guard against any 
further erosion of shareholders' interests. One such step 
would be to ask the Panamanian Government to place Pavo- 
nia under the control of the Panamanian equivalent of a 
receiver-manager until the court actions by the Canadian 
receiver-manager described earlier are resolved. 


Chairman 


et opt 0. 


Commissioner 


Commissioner 


Ottawa 
September 26, 1983 
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APPENDIX A 


Court Proceedings Initiated by Javelin 
and Others Arising from Investigation 


Canadian Javelin Limited vse Frederick H. Sparling 


and Gaetan Laflamme. Federal Court. Application 
for Injunction alleging unauthorized disclosure, 
June 1, 1978. Dismissed by Trial Judge, July 28, 
1978. Applicant's appeal dismissed. 


Canadian Javelin Limited vs. Pierre Bourgquee Quebec 


Superior Court. Application for an Interlocutory 
Injunction alleging breach of lawyer-client rela- 
tionship. Application dismissed by Trial Judge, 
March 10, 1980. 


Raymond Balestreri_and Yves Vincent vse Luc A. 
Couture, F.eH. Sparling, R.S.- MacLellan. Federal 
Court. Application? ‘for a. Writ” OfP*Prokibreion 
alleging lack or excess of jurisdiction, April 18, 
hOB; Application dismissed by Trial Judge, June 
20, 1980. Appeal dismissed June 24, 1980. 


Raymond Balestreri and Yves Vincent vse L.eA- Couture 
and F.H. Sparling. Federal Court. Application for 
a Writ of Certiorari alleging lack or excess of 
jurisdiction, April 18, 1980. Application dismissed 
by Trial Judge, June 20, 1980. Appeal dismissed 
June 24, 1980. 


Wyatt Hegler and Julius Mallin vs. Luc A. Couture, 


FeHe Sparling and R.S. MacLellan. Federal Court. 
Application for a Writ of Prohibition alleging lack 


or excess ‘of “jurisdiction, April 13, 1980.-8Applica= 
tion dismissed by Trial Judge, June 20, 1980. Appeal 
dismissed June 24, 1980. 


Wyatt Hegler and Julius Mallin vs. Luc A. Couture 
and F.-H. Sparling. Federal Court. Application for 
a Writ of Certiorari alleging lack or excess of 
jurisdiction, April 18, 1980. Application dismissed 
by Trial Judge, June 20, 1980. Appeal dismissed 
June 24, 1980. 


- 104 - 


8. 


9. 


10. 


ll. 


12. 


se ha ot ee 


Jean Victor Allard vs. Luc A. Couture and F.H. 
Sparling. Federal Court. Notice of Motion re Appli- 
cation for Writ of Certiorari alleging lack or ex- 
Gessmofe jurisdiction, «Aprihhi4, +1980. Proceeding 
discontinued by applicant. 


The Honourable Joseph Robert Smallwood vs. Luc A. 


Couture, F.H. Sparling, R.S-. MacLellan. Federal 
Courte Application for Injunction alleging lack of 


jurisdiction and breach of Crown prerogative, Crown 
privilege and Cabinet secrecy, May 14, 1980. Appli- 
cation granted by Trial Judge, December 5, 1980. 
Judgment set aside by Federal Court of Appeal, 
January 27, 1981. Appeal Court decision upheld by 
Supreme Court of Canada, November 23, 1982. 


Raymond Balestreri and Canadian Javelin Ltd. vs. Luc 
A. Couture, F.H. Sparling, R.Se MacLellan and H. 


Griffin. Federal Court. Application for Interim 
and Interlocutory Injunctions regarding the require- 
ment to produce details of legal costs and expenses, 
June 19, 1980. Application discontinued by appli- 
cants. 


Canadian Javelin Ltd. vse Restrictive Trade Prac- 
tices Commissione Federal Court. Application for 
Writs of Certiorari, Prohibition and Order re scope 
of investigation, October 9, 1980. Application dis- 
missed by Trial Judge, October 21, 1980. Appeal 
discontinued by applicants. 


Ganadian<Javelin Ltd. vs» Restrictive Trade: Prac” 


tices Commissione Federal Court. Application for 
Writs of Certiorari, Prohibition and Mandamus alle- 
ging denial of applicant's right to question witnes- 
ses at investigative stage, October 20, 1980. Appli- 
cation dismissed by Trial Judge, October 31, 1980. 
Appeal discontinued by applicants. 


Canadian Javelin Ltd. vse Restrictive Trade Prac 
tices Commission and Herbert He Griffin. Federal 
Court. Application for Writs of Certiorari and 
Prohibition alleging lack of jurisdiction to appoint 
and allow counsel for the Inspector to conduct exam 
ination of witnesses, October 21, 1980. Application 
dismissed by Trial Judge, October 28, 1980. Appeal 
discontinued by applicants. 


13. 


14. 


15. 


16. 


Lhe 
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Canadian Javelin Limited vse ReS- MacLellan and the 


Restrictive Trade Practices Commission. Federal 
Courte Application ifor” WritsWote Pronibittion, 


Certiorari and Mandamus alleging illegal and impro- 
per transter of powers;20ctober 20, 2930 -mgesppl ica= 
tion dismissed by Trial Judge, October 31, 1980. 
Appeal discontinued by applicants. 


Canadian Javelin Limited and William H. Roxburgh vs. 


Restrictive Trade Practices Commission and Le Procu- 
reur Général de la Province de Québec. Federal 
Court's! AppLication for’ Writssof Ceptioraristand. Pro= 
hibition alleging lack of jurisdiction (interference 
with the jurisdiction of The Superior Court of 
Quebec and the Province), October 21, 1980. Appli- 
cation dismissed by Trial Judge, November 2, 1982. 
Appeal discontinued by applicants. 


Canadian Javelin Ltd. vse Restrictive Trade Practi- 
ces Commissione Federal Court. Application for Writs 
of Certiorari, Prohibition and Mandamus alleging 
denial of right to be provided with simultaneous 
translation, October 20, 1980. Application dismissed 
by Trial Judge, October 31, 1980. Appeal discon- 
tinued by applicants. 


Joseph R. Smallwood vs. Frederick H. Sparling, 


Gerald M. Payette and Pierre Bourque. Supreme Court 
of Ontarioe September 2, 1982. Claim for damages 


alleging injury due to falsely and maliciously 
printed words in the Statement of Evidence and its 
release in excess of statutory authority. Pleadings 
completed, action at discovery stage. 


Joseph R.- Smallwood vs. 0.G. Stoner, R. MacLellan 


and Fe. Rosemane Supreme Court of Ontario. September 
faye Bl ecto ye Claim for damages alleging false and 
malicious disclosure exceeding statutory authority. 
Pleadings completed, action at discovery stage. 


18. 


19. 


20. 


oaks 


22. 
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Raymond Balestreri vs. Restrictive Trade Practices 


Commissione Federal Court of Appeal. February 8, 
1982. Application (Section 28) to set aside R.T.P.C. 
decision to hear evidence and argument. Dismissal 
by Federal Court of Appeal, March 16, 1982. 


Javelin International Limited vs. Restrictive Trade 
Practices Commission. Federal Court of ) Appeal. 
Application «i@Section: 125 yeto.> Setwfaside: . Reis P..C. 
decision to hear evidence and argument. Dismissed 
by Federal Court of Appeal, March 16, 1982. 


Raymond Balestreri vse Restrictive Trade Practices 


Commissione Federal Court. Application for Writs 
Obi iGertioraniss (Prohibition and, ant injunction al- 
leging improper acceptance of testimony and exhibits 
as evidence, May 21, 1982. Application dismissed by 
Trial Judge. Applicant's appeal pending. 


John C. Doyle vs. F.H. Sparling, Luc A. Couture, 
ReSe MacLellan and La Commission sur les pratiques 


restrictives du commerce. Federal Court. April 20, 
1982. Application for a Writ of Prohibition alleging 
Section 114 of the Canada Corporations Act unconsti- 


tutional. Proceedings discontinued by applicant. 


Fonn.<Gs Doyle et al vs. Commission sur les pratiques 


restrictives du commerce S64 “OsGes Stoner, Ris 


me EE RETESET EIR gE 


MacLellan, Dr. F. Roseman, F.H. Sparling et le Pro- 


cureur Général du Canada. (mise-en-cause). Applica- 
Picue tor iirics vor. WCertiorar, = Prohibition ‘cand 
Injunction alleging unauthorized disclosure, lack of 
procedural fairness at investigative stage, impro- 
perly prepared evidence, lack of jurisdiction of 
Inspector, Statement of Evidence and Inquiry and, 
Article 114 of Canada Corporations Act unconstitu- 
tional. Application dismissed by Trial Judge, March 
23, 1982. Appeal by applicant, dismissed May 21, 
1982. 


23. 


24. 
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Joseph R. Smallwood vse The Attorney General of 


Canada and the Restrictive Trade Practices Commis- 
sion, 0. Gerald Stoner, Robert S. MacLellan, Frank 
Roseman. Supreme Court of Newfoundland. Application 
for an Interlocutory Injunction alleging acceptance 
of illegally obtained and improperly admitted evi- 
dence in violation of the Charter of Rights, August 
ko, 1963% Application dismissed by Trial Judge. 


Notice of Appeal filed by applicant. 


John C. Doyle vs. The Attorney General of Canada and 
O. 


the Restrictive Trade Practices Commission, 

Gerald Stoner, Robert S. MacLellan and_ Frank 
Roseman. Application for an Interlocutory Injuncy 
tion alleging acceptance of illegally obtained and 
improperly admitted evidence in violation of Charter 
of Rights. August 16, 1983. Application dismissed 
by Trial Judge. Notice of Appeal filed by applicant. 


L'Honorable Joseph Robert Smallwood, Raymond Bales- 
treri, John Ce Doyle et Hubert Ducharme vs. La Com 
mission sur les pratiques restrictives du commerce, 
FeHe Sparling, et Canadian Javelin Ltée/Javelin 


International Ltée. Federal Court. Application for 
WEL joteProhibieions-<and an) injunction, toe wet. ine 
quiry and prevent publication of report by Commis-— 
sione Application dismissed by Trial Judge, Septem- 
ber 16, 1983. Notice of Appeal filed by applicants. 
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Representing 


Mre Raymond Balestreri 


Mre John C. Doyle 


Mre Hubert Ducharme 
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Mr. Frederick H. Sparling 


Mr. Pierre Lafleur 
Receiver-Manager of Javelin 
International Limited 

Mre Michel Robert 

Mre Joseph R. Smallwood 
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Mre 


Mr. 
Mre 


= SLO 


Counsel 


Yves Fortier, Q.C. 
Simon Potter 
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